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Financial Highlights

{in thousands, except per share amounts} 2007 2006 2005
Consolidated Statements of Income and Other Data:
Revenues
Well Intesvention $ 91985 § 76,653 $13,860
Response 13,31 20,377 15,677
105,296 97030 29,637
Costs of Sales 62,581 52,281 14,488
Gross Margin 42,715 44,749 15,049
Operating Expenses 17792 15,597 7098 :
Selling, General and Administrative Expenses 5,904 4,118 2,674 [
Foreign Currency Translation 276 259 — ‘
Depreciation and Amortization 6,051 4,883 714
Operating Income 12,692 19,892 4,563
Net Income 7891 1,165 2,779
Preferred Dividend Requirements and Accretions _— (616} 874
| Net Income Attributable to Common Stockhelders $ 7891 & 11,781 % 1,905
' Basic Eamings per Common Share $ 01 $ 022 S 006
| Weighied Average Common Shares Qutstanding—Basic 70,039 53.772 29,5607
| Diluted Earnings per Common Share $8 0M & 02 & 006
| Weighted Average Comman Shares Qutstanding—Diluted 72,114 56,036 31,374
' Balance Sheet Data:
Working Capital®! $ 34712 % 25512 § 3,665
Total Assets 136,415 101,017 14,767
Long-Term Debt and Notes Payable (including Current) 28,091 31,432 5,850
Stockholders' Equity $ 77043 & 38,422 § 3,795
]
{1} The Cormpany defines Working Capital as all current assets, including cash, less all current liabilities, which include current maturities of long-term debt.
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For the past 30 years we_have been known as the best

emergency responders in the industry. During the next 30
we will come to be known as the best in all pressure control.

Corporate Profile

Boots & Coots provides a suite of integrated pressure Revenue 2007
control services to oil and gas exploration compa- {in millions)
nies around the world. Our services are designed
to enhance production and reduce the number and : :f:f;r:?:n :;:;,:
severity of critical well events such as well fires, O Hydraulic Workover/Snubbing $66.6
blowouts or other losses of control at the well. Our M Prossure Control Rentals $1.9
Well Intervention segment includes services per-
formed by hydraulic workover and snubhing units
and the rental of pressure contro! tools. This segment
also includes prevention and risk management Revenue 2006
services offered through our Safeguard and risk fin millions}
mitigation programs. Qur Response segment ® Rosponse $20.4
consists of personnel, equipment and services @ Prevention $22.8
provided during a critical well event. O Hydraulic Workover/Snubbing  $53.8
% Revenue 2005
B 0 0 ]- S & c 0 0 ]- s (in miliions}
B Response $15.7
THIRTY YEARS OF EXCELLEMNCE W Prevention $13.9
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“Our expansion into the Mid-Continent
and Rockies will provide us with a
larger domestic presence focused in
areas experiencing increased activity

levels, and will expand our opportunities
to add complementary service lines...”

Jerry Winchester, President and CEC

Fellow Shareholders,

Toward the end of 2007, | was talking to one of our
customers about how much the Boots & Cools
business mix has changed. When | told him that less
than 15% of our revenue now comes from emer-
gency well response business, he was stunned.
"I had no idea that you were in all those other areas,”
he said. "You need to let people know about this.”

From that conversation came the theme of this
annual report: “If you only knew.” We hope that by
the time you finish reading it, you wilf know how
sutccessful we have been in delivering on our strat-
egy of building on our core expertise—pressure
control—to create a steadier and more predictable
revenue stream. We are accomplishing this tran-
sition through a combination of organic growth
and acquisitions.

Our shift over the last several years from a response-
only business model to one that includes a compre-
hensive suite of pressure control and prevention
services is significant on several fevels:

It leverages our strengths. We know more about
well pressure control than anyone else. We also have
a strong service orientation that comes from years

of “suiting up and showing up” during our customers’
times of direst need. Those two attributes are being
put to use in many new ways, through snubbing
services that help our customers unlock tight gas
formations in the prolific shale regions of the United
States, through engineering services that help
national oil companies develop LNG strategies, or
through risk management services to mitigate the
risk of a catastrophic event.

it provides a steadier revenue stream. By its nature,
the well response business is unpredictable. Con-
versely, our pressure control and prevention services
are driven by broader upstream industry trends. [n
addition, our international work, which represents
about 80% of our business, is usually based on
contractual agreements.

It represents growth on top of our well response
business. One of the key measures of our success
is that we have grown well intervention more than
500% over the past two years while still maintain-
ing our response business. We are not trying to
make up for a decline in our legacy business—we
are building from a base of strength and creating an
even stronger business.



2007—Another Milestone Year

When we reported 2006 resulis a year ago we
referred to it as a milestone year. Led by our acqui-
sition of HWC in March of 2006 and our continued
growth in Safeguard and cther prevention services,
2006 was the first year that well intervention
revenues exceeded response revenues. In 2007 we
reached another milestone: more than $100 million
in revenues.

During 2007 we raised $29 miflion and began the
strategic deployment of that investment both
domestically and internationally. These investments
not only position us for growth in 2008, they enable
us to redeploy or reposition assets to offset some
of the regional downturns we saw in 2007.

A portion of that investment went into expanding
our capabilities by adding a pressure control rental
service line. A natural fit with our other pressure
control businesses, this line generated just under
$2 million in domestic pressure control revenues
during the fourth quarter and has a strong outlook
for significant growth in 2008.

We expanded our investment into the Mid-Continent
and Barnett Shale region by adding a new service
facility in North Texas and additional stand-alone
and rig-assist snubbing equipment. That location
generated approximately $3.5 million in 2007 reve-
nues and is providing us the geographic presence
we need to bring all of our service lines into an
extremely high activity region.

As announced last summer, we closed on the
acquisition of StassCo Pressure Control, based in
Rock Springs, Wyoming, and during the last five
months of 2007 generated an additional $2.7 million
in revenue. In late 2007 we refurbished and rede-
ployed a stand-alone quick rig-up unit out of the Gulf
into the Rockies and are conducting simultaneous
completion operations at high utilization rates. We
have since deployed a second unit into the Rockies
for similar operations. Our geographic position in
the region will continue to facilitate growth and pro-
vide new opportunities to expand our services in
the region,

We also invested in two new hydraulic workover
units that were deployed into North Africa during
December 2007. These units are working under a
guaranteed utilization agreement and continue to
expand our presence in the region.

This past year was one of investment—in new
acquisitions, new capital equipment, new facilities.
All of these investments began to show results in
the fourth quarter, and we expect their full impact
will be reflected in our 2008 results.

For the fourth quarter of 2007 we reported record
results. Net income was $5.8 million, or $0.08 per
diluted share, compared to net income of $4.5 mil-
lion, or $0.07 per diluted share, for the fourth quarter
of 2006. Revenues for the fourth quarter were
$36.1 million compared to $33.7 million in the fourth
quarter of 2008, For the year we reported net income
of $7.9 million, or $0.11 per diluted share, on reve-
nues of $105.3 million in 2007. This compares to net
income of $11.8 million, or $0.21 per diluted share,
on revenues of $97.0 million in 2006.

Our utilization rate for the fourth quarter of 2007
improved 16 42% compared to 32% in the fourth
quarter of 20086.

Looking Forward

The customer conversation | mentioned at the
beginning of this letter came about because | asked
the customer’s opinion on new logos we were
considering. You can see the resulting cheice in
this report. The logo takes elements of our old
"blowout” logo and shifts the emphasis from the
fire to the well itself. This simplified design reflects
the new balance in our business madel. [t respects
our legacy, but moves us beyond it to focus on our
broader pressure control expertise.

As we celebrate our 30th year in 2008, we have
yet to realize the full potential of our business. With
our strong brand and focused vision, however,
were well on our way,

Wiidhe, S

Jerry Winchester
President and Chief Executive Officer
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What we've been doing lately

We report our business in two major segments:
Response and Well Intervention. In Response we
have our legendary well control business. Well
Intervention includes our snubbing/hydraulic work-
over, pressure control rentals and prevention services.

Respanse

For the year our Response segment reported
$13.3 million in revenue and $4.8 miillion in cperating
income compared to $20.4 million and $8.1 million,
respectively, in 2006.

The well control specialisis of Boots & Coots are
the most experienced and highly capable in the
world. Built on the heritage of well firefighters Red
Adair, Boots Hansen and Coots Matthews, our wel!
control expertise allows us to respond quickly and
masterfully to a well event, whether it is a live well
emergency—a blowout or ocil or gas fire—or a
non-critical operational problem. This business is a
cornerstone of our brand and reputation for exper-
tise and customer responsivengss.

Well Intervention
For the year our Well Intervention segment reported
$92.0 million in revenue and $7.9 million in operating

income compared to $76.7 million and $11.8 million,
respectively, in 2006.

Hydraulic Workover/Snubbing. “ Snubbing” refers to the
process of moving tubulars in and out of a well that
is under pressure. This technique, which is essen-
tial to restoring control in a well event, is a skill now
in high demand in the preduction of natural gas.
Live workovers, using snubhing technigues, provide
the most flexible means of repairing, re-entering or
completing a well without having to kill it. This can
minimize the number of days required as well as
reducing the risk of damaging the formations.

These technigues are technically more challenging.
which makes Boots & Coots’ expertise especially
valuable. We now have a fleet of 33 hydraulic work-
over and snubbing units, of which 26 are stand-alone
units and seven are rig-assist units. We own all of
the units except two of the stand-alone units, which
we operate on behalf of a customer. Our units
are deployed in various markets, including the
Mid-Continent and Rockies regions, the Gulf Coast,
Venezuela, Africa and the Middle East. Three hydrau-
lic rig-assist units and two stand-alone snubbing
units were added in 2007 to serve the prolific shale
regions in the U.S5.




Pressire Control Rental Tools. In the second half of 2007,
we established a business unit that rents pressure
control equipment to customers for well control,
snubbing and preduction cleanup. This organically
developing business is a natural extension of exist-
ing services to our customers. Gur pressure control
equipment is utilized primarily during the drilling
and completion phases of oil and gas producing
wells, and typically includes rental of equipment
such as high pressure flow iron, valves, manifolds
and chokes. One or two of our technicians assem-
ble, operate and maintain the equipment during the
rental phase. We are currently providing rental
services in the Gulf Coast and Central and East Texas
regions, with plans to expand into other operating
areas where we provide pressure control services
such as in the Rockies, Narth Texas and Oklahoma.
And we have already secured contractual commit-
ments from some of our international customers.

Preventipn. |dentification of risk associated with any
business, and the management of that risk, is an
important aspect of business management in today’s
competitive world. It is even more relevant when
we talk about the oil and gas exploration and

production field. Through our prevention services,
Boots & Coots can help clients reduce the likelthood
and consequences of accidents and ensure the
integrity of their facilities. This helps protect their
employees as well as the public, and prevents dam-
age to equipment and the environment. Reducing
these risks also improves productivity and quality.
We can help identify several areas of potential risk
and possible improvements, and can counsel or
assist clients in mitigating problems.

Through the Safeguard program, Boots & Coots has
continued to forge the way in providing comprehen-
sive and customized risk management programs
that include site assessments, risk analyses, and
training programs as well as measures to prevent
or mitigate blowouts and other problems.

These services, combined with engineering and
ancillary services, have enabled us to forge strategic
relationships with national and international energy
companies in key markets, including the United
States, Venezuela, the Middie East, North Africa
and Asia.
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Where you can find us warking

With approximately 80% of our business outside
the United States, Boot & Coots is truly an interna-
tional player. We are currently active in ten countries;
by the end of 2008 that number could more than
double, based on pending and anticipated projects.
And much of our international work is long-term,
creating a steady, dependable revenue stream. In
countries such as Egypt, Libya and the Congo,
where we have demonstrated our expertise and
built a reputation as a problem solver, we are able
to obtain multiple ongoing projects encompassing
our full range of pressure control and prevention
services—our model for the future of Boots & Coots.

Algeria is a prime example of a country where we
have built trusted advisor status. We began with a
response job that turned into a $1.5 million two-year
Safeguard contract in 2001. Then year after year
we expanded our scope of services until we were
operating under a $35b million five-year Safeguard
contract in 2006. Added to that at the end of 2007
was a $21 million two-year contract for our hydrau-
lic warkover services. All combined, we expect to
generate well intervention revenues in Algeria of
approximately $30 million in 2008.

Algeria, where we are working on liquefied natural
gas projects, is also an example of another trend—
more focus on natural gas. Central and South America,
Africa and the Middle East are expected to repre-
sent rare than 50% of the world's growth in natural
gas production, and we are well positioned to
participate in this growth.

Currently, our international business is fairly evenly
split between oil and gas projects. In the United
States, our activities are heavily driven by natural
gas production. Cur expertise in pressure control is
especially valued in areas such as the Cheyenne
Basin and Barnett Shale, where traditional well kill
workover processes can create both operational
and environmental challenges.

in January of 2006, we operated out of three loca-
tions. Today, we operate out of ten locations and
have the opportunity to uiilize these bases 1o bring
new services into these regions. Our clients tell us
what services they need and where they need
them. We simpty follow their lead.

’



80% +

Now You Know

We are currently active in 10
countries with approximately
80% of our business outside
ﬂ the United States.
%
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$100 Million

Now You Know

Qur straiegy: broaden our service
offerings within the pressure con-

4
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trol field so that we become the
go—to experts for our customers.

What lies ahead

Ten years ago, Boots & Coots was 100% focused on
emergency response. Now, as we enter our 30th
year, more than 85% of our revenue is coming from
services we have added in the last decade, without
losing our premier status in the well control busi-
ness. That is a huge accomplishment,

We have taken our legacy of going to the ends of
the earth for our customers and our willingness to
tackle the most impossible challenge and get the
job done, and translated that attitude into a customer
focus that is enabling us to build trusted advisor
status with oil and gas operators around the world.
We've taken the expertise of the singularly most
experienced well control team on the planet—no
matter how you measure—and we are carrying
that through into the levels of service, quality and
performance we provide on every project from well
snubhing to risk assessment.

We've done the difficult stuff—both on customer
sites and in our business strategy. Going forward, we
plan to continue our growth through a mutti-pronged
approach: enhancing our existing businesses, disci-
plined acquisition of businesses that {it our strategy,
geographic expansion, and expansion of our products
and services.

We are the pressure control experts in the oil and
gas industry. We envision broadening our service
offerings within the pressure control field so that we
can be the go-to experts for whatever our custom-
ers need that requires pressure control expertise.

Looking ahead, we are excited about how we are
positioned. Not only will it lead to the continued
growth of our existing core services throughout the
waorld, it will also continue to provide opportunities
to add to those services in the future.

We're looking forward to the next 30 years and
hope you'll join us as we go forward.
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PARTI

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Included and incorporated by reference in this Form 10-K are certain forward-tooking statements, within
the meaning of Section 27A of the Securities Act of 1933, as amended, and Sectton 21E of the Securities Exchange
Act of 1934, as amended. All statements, other than statements of historical facts, included or incorporated by
reference in this Form 10-K that address activities, events or developments that we expect or anticipate will or may
occur in the future are forward-looking statements, including statements regarding our future financial position,
growth strategy, budgets, projected costs, and plans and objectives of management for future operations. We use the
words "may," "will," "expect," "anticipate,” "estimate,” "believe," "continue," "intend," "plan," "budget" and other
similar words to identify forward-looking statements. You should read statements that contain these words carefully
and should not place undue reliance on these statements. Although we believe our expectations reflected in these
forward-looking statements are based on reasonable assumptions, no assurance can be given that these expectations
or assumptions will prove to have been correct. Important factors that could cause actual results to differ materially
from the expectations reflected in the forward-looking statements include, but are not limited to, the following
factors and the other factors described in this Form 10-K under the caption "Risk Factors":

+ competition;

» changes in economic or political conditions in the markets in which we operate; and

» the inherent risks associated with our operations, such as equipment defects, malfunctions and natural
disasters.

We believe that it is important to communicate our expectations of future performance to our investors,
However, events may occur in the future that we are unable to accurately predict or control. We do not undertake
any obligation to publicly update or revise publicly any forward-looking statements. When considering our forward-
looking statements, you should keep in mind the risk factors and other cautionary statements in this Form 10-K,

Item 1. Business.
General

We provide a suite of integrated pressure control and related services to onshore and offshore cil and gas
exploration and development companies; principally in North America, South America, North Africa, West Africa
and the Middle East. Qur customers include major and independent oil and gas companies in the U.S. market and
major international and foreign national oil and gas producers as well as other oilfield service companies. Our
service lines are organized into two business segments; well intervention and response. Our well intervention
segment consists of services that are designed to enhance production for oil and gas operators and to reduce the
number and severity of critical events such as oil and gas well fires, blowouts or other incidences due to loss of
control at the well. This business segment consists primarily of hydraulic workover and snubbing services,
prevention and risk management services and pressure control equipment rental and services. Qur response segment
consists of personnel, equipment and emergency services utilized during a critical well event. We have a long
history in the oil and gas industry and are widely recegnized for our emergency response services.

Executive Offices. Our principal offices are located at 7908 N. Sam Houston Parkway W., 5% Floor,
Houston, Texas 77064, and our telephone number is (281)931-8884. Our website is located at www.boots-
coots.com. !

History of Boots & Coots

Boots & Coots International Well Control, Inc. was incorporated in Delaware in April 1988, and remained
largely inactive until acquiring IWC Services, Inc., a Texas corporation ("IWC Services"), on July 29, 1997, IWC
Services was a global-response oil and gas well control service company that specialized in responding to and
controlling cil and gas well emergencies, including blowouts and well fires. IWC Services was organized in
June 1995 by six former key employees of the Red Adair Company.




On July 31, 1997, we acquired substantially all of the operating assets of Boots & Coots, L.P., a Colorado
limited partnership, and the stock of our subsidiary corporations, Boots & Coots Overseas, Lid., and Boots & Coots
de Venezuela, 8.A. Boots & Coots, L.P. and our subsidiaries were ¢ngaged in oil well fire fighting, snubbing and
blowout control services. Boots & Coots, L.P. was organized by Boots Hansen and Coots Matthews, two former
employees of the Red Adair Company who, like the founders of IWC Services, left that firm to form an independent
company, which was a primary competitor of IWC Services. As a consequence of the acquisition of Boots & Coots,
L.P., we became a worldwide leader in the oil well firefighting and blowout control industry, reuniting many of the
former employees of the Red Adair Company.

Acquisitions

On March 3, 2006, we acquired the hydraulic well control business (HWC) of Oil States International, Inc.
As consideration for HWC, we issued approximately 26.5 million shares of our common stock and subordinated
promissory notes of $21.2 million. In April 2007, Oil States International, Inc. sold 14.95 million shares of our
common stock and now owns approximatety 15% of our common stock. Additionally, they hold the subordinated
note of $21.2 million payable in September 2010, as of the date of this report. Our acquisition of hydraulic
workover and snubbing equipment and services is reported in our well intervention business segment. This service
line has significantly expanded and enhanced our pressure control services capabilities and further emphasizes our
strategy of complementing our pressure control experience gained through our response service line. Well
intervention services are routinely needed by oil and gas exploration and development companies.

On July 31, 2007, we acquired Rock Springs, Wyoming-based StassCo Pressure Control, LLC (StassCo)
for $11.2 million, including direct acquisition costs of $0.1 million, a payable to the sellers of $0.5 million and less
cash acquired of $0.8 million. This transaction was funded utilizing cash proceeds available from our underwritten
public offering of common stock in April 2007. StassCo performs snubbing services in the Cheyenne basin,
Wyoming and operates four hydraulic rig assist units. This acquisition is an entry point to the Rockies pressure
control market, a key to our strategy to expand North America land operations,

Our Industry

Our business is primarily dependent on the condition of the oil and gas industry. Demand for our services
is cyclical and dependent upon the level of capital expenditures by oil and gas companies for well intervention
services in our operating areas. These expenditures are influenced by prevailing oil and gas prices, expectations
about future demand and prices, the cost of exploring, producing and developing il and gas reserves, the discovery
rates of new oil and gas reserves, political and economic conditions, governmental regulation and the availability
and cost of capital. Our well intervention business is directly impacted by the level of North American and
international rig counts. Demand for oilfield products and services may indirectly impact the longer-term prospects
for our well control and other event-driven services.

Business Strategy

We have endeavored to build upon our demonstrated strengths in providing pressure control services by
growing more predictable revenues from our well intervention services business. During 2007, we were successful
in expanding our pressure control services as we invested $5.9 million to launch our pressure control equipment
rental and services business. These services are currently provided primarily in the Gulf Coast and central Texas
regions, however, we plan to expand this business into other operating areas where we provide pressure control
services, including international markets where we are able to secure contract commitments from our customers.
We also expanded our geographic presence in the North American land market as we increased our hydraulic unit
fleet with the acquisition of StassCo in the Rockies. We intend to continue to seek complementary business
acquisitions that position us to attain more predictable levels of income, broaden our pressure control service
capabilities and increase our geographic presence. The market for well contrel response services is finite, with
services dependent upon the occurrence of blowouts that cannot be reasonably predicted; however, as we expand our
well intervention services, we anticipate our response business will benefit from our well intervention business
development efforts and increased geographic presence in the U.S. and intemational markets.




Business Segments
Well Intervention

History. In 1999, we began to offer well intervention services in an effort to reduce the uncertainty of
revenue in the response business. Well intervention services began with the introduction of our “Safeguard”
prevention and risk management services in Alaska. We expanded these services into Venezuela in late 1999 and
into Algeria in 2001. The Safeguard operations in Algeria were significantly expanded in 2004 when we entered into
new long-term contracts with Algeria's national oil and gas company, Sonatrach, and ENSP, one of the Algeria
national oil and gas service providers. In 1999, we introduced our WELLSURE® program, which provides oil and
gas operators and insurance underwriters a medium for effective management of well control insurance costs. We
expanded this program internationally into Canada in 2003 and Indonesia in 2004. The most substantial increase in
our well intervention services business and our overall scope of services resulted from our March 3, 2006
acquisition of our hydraulic workover and snubbing services business. The acquisition significantly expanded our
pressure control services to include hydraulic workover and snubbing operations and expanded our geographic
presence in key international oil and natural gas markets. In 2007, we further expanded our pressure control
services by commencing our pressure control equipment rental and services business primarily in the Gulf Coast,
Central and East Texas regions.

Description.  Qur well intervention segment consists of services that are designed to enhance production
for oil and gas operators and reduce the number and severity of critical well events such as oil and gas well fires,
blowouts, or other incidents due to loss of control at the well.  Our services include hydraulic workover and
snubbing, prevention and risk management, and pressure control equipment rental and services. These services are
available for both onshore and offshore operations for U.S. and international customers, Domestically, we generate
revenue from these services on a "call-out" basis and charge a day rate for equipment and personnel. This
contracting structure permits dynamic pricing based on market conditions, which are primarily driven by the price of
oil and natural gas. Call out services range in duration from less than a week in the case of a single well cleanout
procedure to more than one year for a multi-well plugging and abandonment campaign. Internationally, revenue is
typically generated on a contractual basis, with contracts ranging between six months and three years in duration.

Trends. The advancement of under-balanced drilling techniques and well completion methods is being
utilized to unlock the potential in unconventional resource recovery and is driving demand for hydraulic snubbing
equipment. Underbalanced drilting can reduce lost circulation, minimize differential sticking, decrease time, and
most importantly, complete more productive wells by avoiding formation damage. Similarly, completion techniques
utilizing snubbing services have also advanced to drive the economics of these unconventional natural gas resource
plays. This trend has gained acceptance in the North American shale resource play and we expect these techniques
to expand into international nawral gas producing markets.

In the international markets, national oil and gas companies and large international operators are aware of
the risks associated with older, poorly maintained wells and wellheads, internal competency levels among core
employees and service vendors and societal risks from fields positioned in high population areas. This awareness is
leading to increased demand for prevention and risk management services to assess the magnitude of exposure,
prevent catastrophic failures and mitigate damages in the event a loss occurs. We provide these risk management
services in the form of training, risk analyses, contingency planning, audit programs and well inspections, as well as
the prevention and control of blowouts and the mitigation of risks related to installations. These services are typical
of those provided under our Safeguard programs to foreign national oil and gas companies and international oil and
gas companies.

Demand for natural gas is expected to continue rising; driven by its cleaner burning property and by
economics when compared to oil. As investments in LNG infrastructure are made, we believe that natural gas wiil
be transformed from a regional resource to a commeodity that can be readily traded and transported globally,
increasing its commercial value in underdeveloped emerging markets of West Africa and the Middle East. We
expect to benefit from increased international gas drilling as these wells typically have higher wellbore pressure and
require pressure control services such snubbing and pressure contro! equipment rental and services.




Our principal products and services of our well intervention business segment include:

Hydraulic Workover/Snubbing. This service line includes those services performed by hydraulic
workover and snubbing units primarily to enhance production of oil and gas wells. We provide our hydraulic
workover and snubbing units and services in various well intervention solutions involving workovers, well drilling,
well completions, plugging and abandonment services and snubbing operations in pressure situations. Hydraulic
units may be used for both routine and emergency well control situations in the oil and gas industry. Our hydraulic
workover and snubbing units are specially designed for moving tubulars in and out of a wellbore using hydraulic
pressure. When snubbing, the unit is pushing pipe or tubulars into the well bore against well bore pressures. Due to
their small size and ability to work on wells under pressure, hydraulic units offer some advantages over larger
conventicnal workover and drilling rigs in onshore and offshore applications, especially when performing workover
services on wells with pressure. We operate a fleet of 33 hydraulic workover and snubbing units; 26 of which are
“stand alone” units and 7 are rig assist units. We own all of the units except two of the “stand alone” units, which
we operate on behalf of a customer. In 2007, we assembled a unit at our Louisiana facility and refurbished three
underutilized snubbing units, which were deployed internationally and to U.S. onshore operatiens. Our units are
deployed in various markets; nine in the Mid Continent and Reckies regions, nine in the Gulf Coast, three in
Venezuela, six in Africa and six in the Middle East. The utilization rate for our total fleet of hydraulic units was
36.7% in 2007 compared to 35.5% in 2006. Utilization rates are impacted by the regional demand for hydraulic
workover and snubbing units, the capabilities of the units in the region relative to the specific applications and
capabilities desired by customers, and the nature of our contractual arrangements with customers. Qur utilization
rates are particularly affected by the concentration of our fleet in the U.S., where we are typically unabte t¢ obtain
contractual utilization commitments from customers, our continuing efforts to upgrade and redeploy certain units to
better position our fleet for opportunities in the U.S. gas drilling market, and the fact that we are required to stage
units in specific international markets to service our regional customer base due to the particular application and
capacity required. Utilization may increase as underutilized units in the U.S. are redeployed domestically and we
continue to expand internationally, where service contracts typically have terms of six months to three years. In
2008, we plan to assemble new hydraulic units in order to supplement our most highly utilized unit class and to
service our expanding international business.

Safeguard.  Safeguard includes services that are designed to reduce the number and severity of critical
well events by providing dedicated prevention and risk management services. Safeguard was specifically designed
for intemmational producers and operators, including foreign national oil and gas companies, through dedicated
prevention and risk management services. These services include training, contingency planning, well plan reviews,
audits, inspection services and engineering services. The growth of our Safeguard business reflects an industry
trend moving operators towards a higher level of preventative and risk mitigation measures to protect against critical
well events. These services typically generate revenue on a contractual basis dependent upon the breadth, scope,
and duration of services performed. We provide these services to customers in the United States, Venezuela, the
Middle East and North Africa, for both onshoere and offshore applications

WELLSURE® Program. We and Global Special Risks, Inc., a managing general insurance agent located
in Houston, Texas and New Orleans, Louisiana, have formed an alliance that offers oil and gas exploration and
preduction companies, through retail insurance brokers, a program known as "WELLSURE®," which combines
traditional well control and blowout insurance with our post-event response services and well control preventative
services, including company-wide and/or well specific contingency planning, personnel training, safety inspections

' and engineering consultation. Insurance provided under WELLSURE® has been arranged with leading London
insurance underwriters. WELLSURE® program participants are provided with the full benefit of having us as a
safety and prevention partner. We generate service fees based upon the scope of prevention activity required.

Engineering Services. With greater pressure control engineering capabilities than our competitors, we
provide pre-event engineering services that include consultation, wéll planning, dynamic kili modeling and
intervention planning,

Firefighting Equipment Sales and Service. In this service line, we sell complete firefighting equipment
packages, together with maintenance, monitoring, updating of equipment and ongoing consulting services.

Specialized Drilling Engineering. We have a highly specialized in-house engineering staff which
provides engineering services, including planning and design of relief well drilling (trajectory planning, directional



control and equipment specifications, and on-site supervision of drilling operations); planning and design of
production facilities which are susceptible to well capping or other control procedures and mechanical and computer
aided designs for well control equipment.

Inspections. A comnerstone of our strategy of providing preventive well control services involves on-site
inspection services for drilling and workover rigs, production platforms and field production facilities.

Training. We provide specialized training in well control procedures for drilling, exploration and
production personnel for both U.S. and international operators. Additionally, we provide competency programs,
blowout drills and evaluations as well as incident command training.

Pressure Control Equipment Rental and Services. This service line was added to our suite of pressure
control services during 2007. Qur pressure control equipment is utilized primarily during the drilling and
completion phases of oil and gas producing wells. A typical job includes rental of equipment such as high pressure
flow iron, valves, manifolds and chokes. Typically one or two technicians assemble, operate and maintain our
equipment during the rental phase. We provide these services on a day rental and service basis with rates varying
based on the type of equipment and length of time of rental and service. This business is currently operating in the
Gulf Coast and Central and East Texas regions. We plan to expand this business into other operating areas where
we provide pressure control services such as in the Rockies, North Texas and Oklahoma, including international
markets where we are able to secure contractual commitments from our customers.

Response

History. The emergency response segment of the oil and gas services industry traces its roots to the late
1930's when Myron Kinley organized the Kinley Company; the first oil and gas well firefighting specialty company.
Shortly after organizing the Kinley Company, Mr. Kinley hired Paul “Red” Adair, who leamed the firefighting
business under Mr, Kinley's supervision and remained with the Kinley Company until Mr. Kinley's retirement.
When Mr. Kinley retired in the late 1950's, Mr. Adair organized the Red Adair Company and subsequently hired
Boots Hansen, Coots Matthews and Raymond Henry as members of his professional firefighting staff. Mr. Adair
later added Richard Hatteberg, Danny Clayton, Mike Foreman and Juan Moran to his staff, and the international
reputation of the Red Adair Company grew to the point where it was a subject of popular films and the dominant
competitor in the industry. Boots Hansen and Coots Matthews remained with the Red Adair Company until 1978
when they split off to organize Boots & Coots, an independent firefighting, snubbing and blowout control company.

The 1990's represented a period of rapid change in the oil and gas well control and firefighting business.
The hundreds of oil well fires that were started by Iraqi troops during their retreat from Kuwait spurred the
development of new firefighting techniques and tools that have now become industry standards. Moreover, after
extinguishing the Kuwait fires, the entrepreneurs who created the oil and gas well firefighting industry, including
Red Adair, Boots Hansen and Coots Matthews, retired, leaving our senior staff as the most experienced active oil
and gas well firefighters in the world.

Historically, the well control emergency response segment of the oil and gas services industry has been
reactive, rather than proactive, and a small number of companies have dominated the market. As a result, if an
operator in West Africa, for example, experienced a well blowout and fire, he would likely call a well control
emergency response company in Houston, Texas that would take the following steps:

« immediately dispatch a control team to the well location to assess the damage, supervise debris removal,
local equipment mobilization and site preparation;

« gather and analyze the available data, including drilling history, geology, availability of support
equipment, personnel, water supplies and ancillary firefighting resources;

+ develop or implement a detailed fire suppression and well-control plan;
» mobilize additional well-control and firefighting equipment in Houston, Texas;

+ transport equipment by air freight from Houston, Texas to the blowout location;
* extinguish the fire and bring the well under control; and




« transport the control team and equipment back to Houston, Texas.

Description.  Our response services consist of personnel, equipment and emergency services utilized
during a critical well event, such as an oil and gas well fire, blowout, or other loss of control at the well. These
services also include snubbing and pressure control services provided during a response which are designed to
minimize response time, mitigate damage, and maximize safety. Revenue is generated through personne! time and
material. Personnel time consists of day rates charged for working crews usually consisting of a team of four
personnel. Day rates charged for personnel time vary widely depending upon the perceived technical, pelitical, and
security risks inherent in a project. Critical events are typically covered by our customers’ insurance, lowering the
risk of non-payment. The emergency response business is by nature episodic and unpredictable.

Our principal products and services for response segment include:

Well Control.  This service line offers two distinct levels of service. A critical event respense refers to a
well control situation in which hydrocarbons are escaping from a well bore, regardless of whether a fire has
occurred. Such an event frequently results in explosive fires, loss of life, damage to or destruction of drilling and
production facilities, substantial environmental damage and the loss of significant production revenue. Because
critical events ordinarily arise from equipment failures or human error, it is impossible to accurately predict the
timing or scope of our critical event work. Critical events of catastrophic proportions can result in significant
revenues to us in the year of the incident. Our professional firefighting staff has over 300 years of combined industry
experience in responding to critical events, oil well fires and blowouts. Non-critical event response, on the other
hand, is intended to address more common sub-surface operating problems that do not involve escaping
hydrocarbons. These events typically occur in connection with workover operations or the drilling of new wells into
high pressure reservoirs. In most non-critical events, the blowout prevention equipment and other safety systems on
the driliing rig function according to design and in those instances, we are called upon to supervise and assist in the
well control effort so that drilling operations can resume as promptly as safety permits. While non-critical events do
not ordinarily have the revenue impact of a critical event, they are more frequent. Non-critical events sometimes
escalate into critical events.

Firefighting Equipment Rentals. This service includes the rentai of specialty well control and firefighting
equipment primarily for use in conjunction with critical events; including firefighting pumps, pipe racks, athey
wagons, pipe cutters, crimping tools and deluge safety systems. We charge for this equipment on a per diem basis.

WELLSURE® Program. Under the WELLSURE® program, we have formed an alliance with a
managing general insurance agent that offers oil and gas exploration and production companies a program which
combines traditional well control and blowout insurance with our post-event response services and weli control
prevention services. WELLSURE® program participants are provided with the full benefit of having us as a safety,
prevention and emergency well control response partner in an emergency. We generate service fees based upon the
scope of prevention and well contrel response services performed.

Snubbing Services. We provide hydraulic snubbing units for emergency well control situations to the oil
and gas industry, A hydraulic snubbing unit is a specially designed rig used for moving tubulars in and out of a
wellbore using hydraulic pressure. When a unit is snubbing, it is pushing pipe or tbulars into the well bore against
well pressures. These units may also be used for blowout control and pipe recovery during a response event.

Customers

Our customers include major and independent oil and gas companies in the U.S. market, major
international and foreign national cil and gas producers, as well as other oilfield service companies. While pressure
control services in general are generated from a base of several hundred customers, a significant portion of the total
revenue in recent years has been generated by less than five international clients. Approximately 37% of our
consolidated revenues during the year ended December 31, 2007 were derived from two key customers. We
generate revenue in Venezuela from one of these key customers. Unless we are able to retain our existing customers
or secure hew customers if we lese one or more of our significant customers, our revenue and results of operations




would be adversely affected. We have a dedicated business development team in place to market our suite of
pressure control services. In the U.S., services are primarily provided on a “call out” basis, with short lead time
between ordering equipment and services and providing service and delivering equipment. In international markets,
services and equipment are delivered based on service contracts with a term range of six months to three years.

Regulation

Our operations are affected by numerous federal, state, and local laws and regulations relating to, among
other things, workplace health and safety and the protection of the environment. The technical requirements of these
laws and regulations are becoming increasingly complex and stringent, and compliance is becoming increasingly
difficult and expensive. However, we do not believe that compliance with current laws and regulations is likely to
have a material adverse effect on our business or financial statements. Nevertheless, we are obligated to exercise
prudent judgment and reasonable care at all times and the failure to do so could result in liability under any number
of laws and regulations.

Certain environmental laws provide for “strict liability” resulting from remediation of spills and releases of
hazardous substances and some provide liability for damages to natural resources or threats to public health and
safety. Sanctions for noncompliance may include revocation of permits, corrective action orders, administrative or
civil penalties, and criminal prosecution. It is possible that changes in the environmental laws and enfercement
policies hereunder, or claims for damages to persons, property, natural resources, or the environment could result in
substantial costs and liabilities to us. Our insurance policies provide liability coverage for sudden and accidental
occurrences of pollution and/or clean-up and containment of the foregoing in amounts which we believe are
comparable to companies in the industry. To date, we have not been subject to any fines or penalties for violations
of governmental or environmental regulations and have not incurred material capital expenditures to comply with
environmental regulations.

Research and Development

We are not directly involved in activities that will require the expenditure of substantial sums on research
and development.

Competition

We operate in highty competitive markets within the oilfield services industry. We compete with large and
small oilfield industry competitors including larger integrated oilfield service providers in both business segments.
Although we have a strong market share position in our well intervention service lines providing hydraulic workover
and snubbing and prevention and risk management services, these markets are highly fragmented. Our main
competitors in hydraulic workover include Halliburton Company, Cudd Pressure Control, a subsidiary of RPC, Inc.,
International Snubbing Services (ISS) and Warrior Energy Services (Bobcat) which are both subsidiaries of Superior
Energy Services, Inc., and a number of local and regional oilfield service businesses.

The emergency response segment of the oil and gas services business is a dynamic market in which new
technical developments could afford a service company a significant advantage. At present, the principal
competitors in the oil and gas well firefighting business are Wild Well Control, Inc., a subsidiary of Superior Energy
Services, Inc., and Cudd Pressure Control, a subsidiary of RPC, Inc. We believe that our growth in well intervention
services has strengthened our competitive position in the industry by expanding both the scope of services that we
offer to our customers as well as our geographic presence.

Our competitors may succeed in developing new techniques, products and services that are more effective
than any that have been or are being developed by us or that render our techniques, products and services obsolete or
noncompetitive, Qur competitors may also succeed in obtaining patent protection or other intellectual property rights
that might hinder our ability to develop, produce or sell competitive products or the specialized equipment used in
our business.




Employees

As of December 31, 2007, we and our operating subsidiaries collectively had 521 full-time employees and
5 part-ime personnel. In addition, we have several part-time consultants and also employ paritime contract
personnel who remain on-call for certain well intervention and response projects. We are not subject to any
collective bargaining agreements and consider our relations with our employees, consultants and contract personnel
to be good.

Reliance upon Officers, Directors and Employees

Our services require highly specialized skilled personnel. Because of the unique nature of the industry and
the small number of persons who possess the requisite skills and experience, we are highly dependent upon the
personal efforts and abilities of our employees. In seeking qualified personnel, we may be required to compete with
companies having greater financial and other resources than us. Our future success will be dependent upon our
ability to attract and retain qualified personnel, and the inability to do so, or the loss of personnel, could have a
material adverse impact on our business.

Contractual Obligations to Customers; Indemnification

We customarily enter into service contracts which contain provisions that hold us liable for various losses
or liabilities incurred by the customer in connection with our activities, including, without limitation, losses and
liabilities relating to claims by third partics, damage to property, violation of governmental laws, regulations or
orders, injury or death to persons, and pollution or contamination caused by substances in our possession or coatrol.
We may also be responsible for any such losses or liabilities caused by contractors retained by us in connection with
the provision of services. In addition, such contracts generally require us, our employees, agents and contractors to
comply with all applicable laws, rules and regulations (which may include the laws, rules and regulations of various
foreign jurisdictions) and to provide sufficient training and educational programs to such persons in order to enable
them to comply with applicable laws, rules and regulations. In the case of emergency response services, we
frequently enter into agreements with custorners which limit our exposure to liability and/or require the customer to
indemnify us for losses or liabilitics incurred by us in connection with such services, except in the case of gross
negligence or willful misconduct. There can be no assurance, however, that such contractual provisions limiting our
liability will be enforceable in whole or in part under applicable law.

Item 1A. Risk Factors.

In addition to the other information set forth eisewhere or incorporated by reference in this report, the
following factors relating to us and our common stock should be considered carefully.

Risks Relating toe Our Business

Demand for our services and products depends on oil and natural gas industry activity and expenditure levels
that are directly affected by trends in oil and natural gas prices.

Demand for our products and services is particularly sensitive to the level of exploration, development, and
production activity of, and the corresponding capital spending by, oil and natural gas companies, including national
oil companies. Prices for oil and natural gas are subject to large fluctuations in response to relatively minor changes
in the supply of, and demand for, oil and natural gas, market uncertainty, and a variety of other factors that are
beyond our control. Any prolonged reduction in oil and natural gas prices will depress the immediate levels of
exploration, development, and production activity, often reflected as changes in rig counts. Perceptions of longer-
term lower oil and natural gas prices by oil and gas companies may result in the reduction or deferral of major
expenditures given the long-term nature of many large-scate development projects. Lower levels of activity result in
a corresponding decline in the demand for our services that could have a material adverse effect on our revenue and
profitability. Many factors affect the supply and demand for oil and natural gas and therefore influence product
prices, including:
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» the level of production;

= the levels of o1l and natural gas inventories;

« domestic and worldwide demand for oil and natural gas;

* the expected cost of developing new reserves;

+ the actual cost of finding and producing oil and natural gas;

« the availability of attractive oil and gas field prospects, which may be affected by governmental actions
and regulations or environmental activists;

« the availability of transportation infrastructure and refining capacity;

* the level of dnlling activity;

» global weather conditions and natural disasters;

« worldwide political, military, and economic conditions and economic activity, including growth in
underdeveloped countries;

« national government political objectives, including the ability of the Organization of Petroleum Exporting
Countries (OPEC) to set and maintain production levels and prices for oil;

» the cost and timing of the development of alternate energy sources; and

» tax policies.

If demand for drilling services or drilling rig utilization rates decrease significantly then demand for our
services will decrease, which will adversely affect our results of operations.

We may not successfully integrate the businesses we acquire or achieve the benefits we are seeking from
acquisitions.

As part of our business strategy, we intend to evaluate potential acquisitions of other businesses or assets.
However, there can be no assurance that we will be successful in consummating any such acquisitions. Successful
acquisition of businesses or assets will depend on various factors, including, but not limited to, our ability to obtain
financing and the competitive environment for acquisitions. In addition, we may not be able to successfully integrate
any business or assets that we acquire in the future. The integration of acquired businesses is likely to be complex
and time consuming and may place a significant strain on management resources.

Disruptions in the political and economic conditions of the foreign countries in which we operate expose us to
risks that may have a material adverse effect on our business.

We derive a significant portion of our revenue from our operations outside of the United States, which
exposes us to risks inherent in doing business in each of the countries in which we transact business. Our operations
in countries other than the United States accounted for approximately 76% of our consolidated revenues during the
year ended December 31, 2007. Qur operations in Venezuela and Algeria accounted for approximately 19% and
20%, respectively, of our consolidated revenues during the year ended December 31, 2007. We anticipate that our
revenues from foreign operations will increase in the future due to our international presence in key oil and gas
markets, Operations in countries other than the United States are subject to various risks peculiar to each country.
With respect to any particular country, these risks may include:

» expropriation and nationalization of our assets or those of our customers in that country;

« political and economic instability;

« civil unrest, acts of terrorism, force majeure, war, or other armed conflict;

» natural disasters, including those related to earthquakes and flooding;

« inflation;

« currency fluctuations, devaluations, conversion and expropriation restrictions;

» confiscatory taxation or other adverse tax policies;

« governmental activities that limit or disrupt markets, restrict payments, or limit the movement of funds;
* governmental activities that may result in the deprivation of contract rights; and

+ trade restrictions and economic embargoes imposed by the United States and other countries.

Due to the unsettled political conditions in many oil-producing countries, our revenue and profits are
subject to the adverse consequences of war, the effects of terrorism, civil unrest, strikes, currency controls, and
governmental actions, which could impact the supply and pricing for oil and natural gas, disrupt our operations, and
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increase our costs for security worldwide. International areas where we operate that have significant amounts of
political risk include parts of Africa, South America and the Middle East. Operations in these areas increase our
exposure to the foregoing risks.

For instance, the Venezuelan National Assernbly has approved a system governing how the state oil
company, Petréleos de Venezuela, could gain operating control of oil producing projects. Subsequently, the
Venezuelan national oil company has seized control of at least a 60 percent stake in oil production projects where
foreign oil companies previously had a majority stake and operated the production project. These actions have
created uncertainty in the future business and investment activities of foreign oil and natural gas companies in
Venezuela and have resulted in some companies withdrawing or curtailing activities in Venezuela. To the extent that
these actions adversely affect our customers' activities in this region, they may adversely affect our revenues and
profits.

We are subject to foreign exchange and currency risks, particularly with respect to Venezuela,

We operate internationally, giving rise to exposure to market risks from changes in foreign currency
exchange rates to the extent that transactions are not denominated in U.S. Dollars. We typically endeavor to
denominate our contracts in U.S. Dollars to mitigate exposure to fluctuations in foreign currencies. On December
31, 2007, we had a net working capital balance denominated in Bolivars of $ 671,937 and subject to market risks,

Effective March 1, 2005, the exchange rate in Venezuela devalued from 1,920 to 2,150 Venezuelan
bolivars to the U.S. dollar. We have taken charges to equity under the caption "foreign currency translation loss” of
$361,000 during the year ended December 31, 2005 to reflect devaluation of the Venezuelan bolivar for that period.
There was no currency gain or loss attributable to Venezuela during the years ended December 31, 2007 and 2006.
The Venezuelan government implemented a foreign currency control regime on February 5, 2003. This has resulted
in currency controls that restrict the conversion of the Venezuelan currency, the Venezuelan bolivar, to U.S. Dollars.
A subsidiary of ours has registered with the control board (CADIVI) in order to have a portion of total receivables
paid in U.S. dollars directly to a United States bank account. Venezuela is also on the U.S, government's "watch list"
for highly inflationary economies. Management continues to monitor the situation closely.

The cyclical nature of, or a prolonged downturn in, our industry, could affect the carrying value of our goodwill
and negatively impact our earnings.

As of December 31, 2007 we had approximately $8.9 million of goodwill or 6.5% of total assets. We have
recorded goodwill because we paid more for some our businesses than the fair market value of the tangible and
measurable intangible net assets of those businesses. Upon our annual review of our goodwill balance, if
management determines that the carrying value of our equipment may not be recoverable, our goodwill could be
reduced and therefore adversely impact our earnings.

We must successfully compete for the services of highly trained technical personnel.

Many of the services that we provide are complex and require a high level of expertise and often must be
performed in harsh conditions. Qur success depends in part upon our ability to employ and retain technical
personnel with the ability to provide and enhance these services. In addition, our ability to expand our operations
depends in part on our ability to increase our skilled labor force. The demand for skilled workers is high and the
supply is limited. A significant increase in the wages paid by competing employers could result in a reduction of our
skilled labor force, increases in the wage rates that we must pay, or both. If these events were to occur, our cost
structure could increase, our margins could decrease, and our growth potential could be impaired.

Our hydraulic workover/snubbing business is susceptible to seasonal earnings volatility and may be adversely
affected by severe weather.

Our hydraulic workover/snubbing operations are directly affected by seasonal differences in weather in the
areas in which we operate, most notably in the Gulf of Mexico and the Gulf Coast region. Weather conditions in the
Gulf of Mexico and the Guif Coast region generally result in higher activity in the spring, summer and fall months,
with the lowest activity in the winter months. In addition, summer and fall drilling activity and, therefore, the
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demand for our hydraulic workover/snubbing services can be restricted due to hurricanes and other storms prevalent
in the Gulf of Mexico and along the Gulf Coast. Repercussions of severe weather conditions may include:

« evacuation of personnel and curtailment of services;

+ weather-related damage to offshore equipment resulting in suspension of operations;
» weather-related damage to our facilities;

= increase in insurance cost and reduction in its availability;

« inability to deliver men or materials to jobsites; and

* loss of productivity.

For example, during 2005 one hydraulic workover unit was lost as a consequence of severe weather in the Gulf
of Mexico.

We have borrowed, and may in the future borrow, money to fund our operations and growth, which exposes us to
certain risks that may materially impact our operations,

As of December 31, 2007, we had outstanding subordinated promissory notes totaling approximately
$21.2 million, the outstanding amount under our bank term credit facility was $5.9 million, the outstanding amount
under our bank revolving credit facility was $1.1 million, and we had approximately $7.0 million in remaining
borrowing capacity under our bank revolving credit facility. The borrowing base limitation under our revolving
credit facility is subject to re-determination periodically at the discretion of the lender. Upon a re-determination, we
could be required to repay a portion of our bank debt. We may not have sufficient funds to make such repayments,
which could result in a default under the terms of the loan agreement and an acceleration of the loan. We intend to
finance our operating expenses, capital expenditures and acquisitions with cash flow from operations, and
borrowings under our credit facility. In addition, we may significantly alter our capitalization in order to make future
acquisitions. These changes in capitalization may significantly increase our level of debt. If we incur additional debt
for these or other purposes, the related risks that we face could intensify. A higher level of debt also increases the
risk that we may default on our debt obligations. Our ability to meet our debt obligations and to reduce our level of
debt depends on our future performance which is affected by general economic conditions and financial, business
and other factors. Many of these factors are beyond our control. Our level of debt affects our operations in severai
important ways, including the following:

» a significant portion of our cash flow from operations must be used to pay interest on borrowings and is
therefore not available to re-invest in our business;

* the covenants contained in the agreements governing our debt limit our ability to borrow additional funds,
pay dividends, make capital expenditures, dispose of assets and issue shares of preferred stock and
otherwise may affect our flexibility in planning for, and reacting to, changes in business conditions;

» a high level of debt may impair our ability to obtain additional financing in the future for working capital,
capital expenditures, acquisitions, or general corporate or other purposes;

* a highly leveraged financial position would make us more vulnerable to economic downturns and could
limit our ability to withstand competitive pressures; and

+ any debt that we incur under our term credit facility or revolving credit facility will be at variable rates
which makes us vulnerable to increases in interest rates.

Our ability to finance our business activities will require us to generate substantial cash flow.

Our business activities require substantial capital. We intend to finance our operations and growth in the
future through cash flows from operations, the incurrence of additional indebtedness and/or the issnance of
additional equity securities. We cannot be sure that our business will continue to generate cash flow at or above
current levels.

If we are unable to generate sufficient cash flow from operations to fund our business and service our debt,
we may have to obtain additional financing through the issuance of debt and/or equity. We cannot be sure that any
additional financing will be available to us on acceptable terms. Issuing equity securities to satisfy our financing
requirements could cause substantial dilution to our existing stockholders.
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If our revenues were to decrease due to lower demand for our services as a result of lower oil and natural
gas prices or for other reasons, and if we could not obtain capital through our revolving credit facility or otherwise,
our ability to operate and grow our business could be materially adversely affected.

The loss of one or more of our current customers could adversely affect our results of aperations.

Qur business is dependent not only on securing new customers but also on maintaining current customers.
Approximately 37% of our consolidated revenues during the year ended December 31, 2007 were derived from two
key customers. Unless we are able to retain our existing customers, or secure new customers if we lose one or more
of our significant customers, our revenue and results of operations would be adversely affected.

The intense competition in our industry could result in reduced prefitability and loss of market share for us.

We compete with larger equipment and service providers in the oil and natural gas industry. Some of these
companies have substantially greater financial resources and larger operations than we do. They may be better able
to compete because of their broader geographic dispersion or their product and service diversity. As a result, we
could lose customers and market share to those competitors. These comipanies may also be better positioned than we
to successfully endure downturns in the oil and natural gas industry. Qur operations may be adversely affected if our
current competitors or new market entrants introduce new products or services with better prices, features,
performance or other competitive characteristics than our products and services. Competitive pressures or other
factors also may result in significant price competition that could harm our revenue and our business. Additionally,
we may face competition in our efforts to acquire other businesses,

We could be subject to substantial liability claims that could harm our financial condition.

Qur operations involve hazardous activities that involve an extraordinarily high degree of risk. Hazardous
operations are subject to accidents resulting in personal injury and the loss of life or property, environmental
mishaps and mechanical failures, and litigation arising from such events may result in our being named a defendant
in lawsuits asserting large claims. We may be held liable in certain circumstances, including if we fail to exercise
reasonable care in connection with our activities, and we may also be liable for injuries to agents, employees and
contractors who are acting within the course and scope of their duties, However:

+ we may not be able to secure insurance coverage for all of the claims or damages to which we are exposed
or such coverage may not be available on terms we consider commercially reasonable;

+ we may be faced with types of liabilities that will not be covered by any insurance coverage that we do
obtain, such as damages from environmental contamination; and

» the dollar amount of any damages may exceed our policy limits,

A successful claim for which we are not fully insured could have a material adverse effect on us. No
assurance can be given that we will not be subject to future claims that are not covered by or are in excess of the
amount of insurance coverage which we deem appropriate to maintain,

Risks Relating to Qur Relationship with Oil States Energy Services, Inc.

Oil States Energy Services, Inc. owns a significant percentage of common stock in our company, which could
limit your ability to influence the outcome of stockholder votes.

Qil States Energy Services, Inc., a wholly owned subsidiary of Oil States International, Inc., owns
approximately 15.2% of our commeon stock outstanding as of March 11, 2008. In addition, Douglas E. Swanson,
current Chairman of our board of directors, is a director of Qil States International Inc. Oil States Energy Services,
Inc. has nominated, and our board subsequently appointed and shareholders elected Robert G. Croyle to our board of
directors. As a result, Oil States will be able to exercise significant influence over the outcome of matters requiring
a stockholder vote, including the election of directors, the adoption or amendment of provisions in our charter and
bylaws, the approval of mergers and other significant corporate transactions, including transactions involving a
change of control. The interests of Oil States may differ from yours, and Oil States may vote its common stock in a
manner that may adversely affect you.

We have renounced any interest in specified business opportunities, and Oil States International, Inc. and its
director nominees on our board of directors generally have no obligation to offer us those opportunities.
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Pursuant to our certificate of incorporation, we have renounced any interest or expectancy in specified
business opportunities in which Oil States International, Inc., any of its affiliates or any of their respective officers,
directors, employees or other agents serving as a member of our board of directors (collectively, the "Oil States
Group") participates or desires or seeks to participate and that involves any aspect of the energy equipment or
services business or industry. Our certificate of incorporation also provides that if any such business opportunity is
presented to a person who is a member of the Qil States Group, including any of those individuals who also serve as
a member of our board of directors:

» no member of the Qil States Group or any of those individuals has any obligation to communicate or offer
the opportunity to us; and
» such entity or individual may pursue the opportunity as that entity or individual sees fit,

unless:

» it was presented to a member of the Qil States Group who also serves as a member of our board of
directors solely in that person's capacity as a director of our company and no other member of the Oil States
Group independently received notice of or otherwise identified such opportunity; or

+ the opportunity was identified solely through the disclosure of information by or on behalf of our company.

We may amend these provisions of our certificate of incorporation only by an affirmative vote of holders of
at least 80% of our outstanding common stock. As a result of these charter provisions, our future competitive
position and growth potential could be adversely affected.

Risks Relating to Ownership of Our Common Stock
Future sales of our common stock by our existing stockholders may depress our stock price.

As of March 11, 2008, there were 75,776,581 shares of our commeon stock outstanding. We have filed a
registration staternent registering all of the shares owned by Oil States Energy Services, Inc. for resale, which will be
available to Qil States Energy Services, Inc. for future sales. In addition, approximately 5.0 million shares of
common stock underlying certain warrant agreements, employee stock option plans, and director stock option plans
are eligible for immediate sale, and we may register for sale additional shares underlying these or other plans in the
future. All of the common stock covered by current and any future registration statements may be sold by the selling
security holders in market transactions from time to time. Sales of a substantial number of shares of our common
stock in the public market, or the perception that these sales may occur, could cause the market price of our common
stock to decline.

Trading volumes of our shares of common stock have been comparatively low and, therefore, our common stock
may suffer from limited liquidity and its prices will likely be volatile and its value may be adversely affected.

Because of our relatively low trading volumes, the trading price of our common stock will likely be subject
to significant price fluctuations and limited liquidity. This may adversely affect the value of your investment. In
addition, our common stock price could be subject to fluctuations in response to variations in quarterly operating
results, changes in management, future announcements concemning us, general trends in the industry and other
events or factors as well as those described above.

We have not paid, and do not anticipate paying, any dividends on our commeon stock in the foreseeable future.

We have never paid any cash dividends on our common stock. We do not expect to declare or pay any cash
or other dividends in the foreseeable future on our common stock. Our existing credit facilities restrict our ability to
pay cash dividends, and we may also enter into credit agreements or other borrowing arrangements in the future that
further restrict our ability to declare or pay cash dividends on cur common stock.

You may experience dilution of your ownership interests due to the future issuance of additional shares of our
common stock.

We may in the future issue our previously authorized and unissued securities, resulting in the dilution of the
ownership interests of our present stockholders. We are currently authorized to issue 125,000,000 shares of common
stock and 5,000,000 shares of preferred stock with such designations, preferences and rights as determined by our
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board of directors. As of March 11, 2008, no shares of our preferred stock were outstanding, 75,776,581 shares of
common stock were outstanding, and there were approximately 8.0 million shares of common stock underlying
certain warrant agreements, employee stock option plans and director stock option plans, of which options and
warrants to purchase 6.3 million shares were outstanding and of these shares, 5.1 million were exercisable within 60
days. The issuance of such additional shares of common stock would dilute the interests of our existing stockholders
and issuance or potential issuance of such shares may create downward pressure on the trading price of our common
stock. We may also issue additional shares of our common stock or other securities that are convertible into or
exercisable for common steck in connection with the hiring of personnel, future acquisitions, future private
placements of our securities for capital raising purposes, or for other business purposes. Any such issuances would
further dilute the interests of our existing stockholders.

We may issue preferred stock, the terms of which could adversely affect the voting power or value of our common
stock,

Our certificate of incorporation authorizes us to issue, without the approval of our stockholders, one or
more classes or series of preferred stock having such preferences, powers and relative participating, optional and
other rights, including preferences over our common stock respecting dividends and distributions, as our board of
directors may determine. The terms of one or more classes or series of preferred stock could adversely impact the
voting power or value of our common stock. For example, we might afford holders of preferred stock the right to
elect some number of cur directors in all events or on the happening of specified events or the right to veto specified
transactions. Similarly, the repurchase or redemption rights or liquidation preferences we might assign to holders of
preferred stock could affect the residual value of our common stock.

The ownership interest of Oil States Energy Services, Inc., the Rights Agreement by and between us and
American Stock Transfer & Trust Company dated November 17, 2001 ("Rights Agreement”), provisions
contained in our certificate of incorporation and bylaws and provisions of Delaware law could discourage a
takeover attempt, which may reduce or eliminate the likelihood of a change of control transaction and, therefore,
your ability to sell your shares for a premium.

The significant ownership position of Qil States Energy Services, Inc., our Rights Agreement, provisions
contained in our certificate of incorporation and bylaws and provisions of Delaware law could make it more difficult
for a third party to acquire control of our company. We have entered into a Rights Agreement that would cause
extreme dilution to any person or group (other than Oil States Energy Services, Inc., its affiliates and certain of its
direct transferees) who attempts to acquire a significant interest in us without advance approval of our board of
directors, Our certificate of incorporation and bylaws include provisions for a classified board, limitations on the
removal of directors and on stockholder proposals at meetings of stockholders and limitations on the right of
stockholders to call special meetings. Our certificate of incorporation also authorizes our board of directors to issue
preferred stock without stockholder approval. In addition, Section 203 of the Delaware General Corporation Law
imposes restrictions on mergers and other business combinations between us and any holder of 15% or more of our
outstanding common stock. Each of these factors could increase the difficulty for a third party to acquire us and
therefore delay or prevent a change of control transaction, even if that change would be beneficial to our
stockholders, which could affect the value of our common stock and reduce or eliminate your ability to sell your
shares of common stock at a premium.

Lack of effective internal control over financial reporting could result in an inability to accurately report our
financial results that could lead to a loss of investor confidence in our financial reports and have an adverse
effect on our stock price.

Effective internal control over financial reporting is essential for us to produce reliable financial reports. If
we cannot provide reliable financial information or prevent fraud, our business and operating results could be
harmed. We have in the past discovered, and may in the future discover, deficiencies in our internal control over
financial reporting. In connection with the audit of our consolidated financial statements for the year ended
December 31, 2005, our independent auditors, UHY LLP, issued a letter to our audit committee noting certain
matters in our Venezuelan subsidiary that they considered to be material weaknesses in internal control. The matters
listed in the letter included the lack of controls to mitigate the risk of fraud and the lack of controls over financial
reporting; particularly, with respect to adjustments necessary to convert the Venezuelan financial statements from
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Venezuelan generally accepted accounting principles to accounting principles generally accepted in the United
States.

We enacted changes in policies and procedures during 2006 designed to remediate the material weaknesses
identified in our internal control over financial reporting and at December 31, 2006 such material weaknesses were
remediated. However, there can be no assurance that in the future other material weakness will not arise and failure
to successfully implement and maintain effective internal contrel over financial reporting, including any
ineffectiveness of the corrective actions that may be needed to address the control deficiencies, could result in a
material misstatement of our financial statememts or otherwise cause us to fail to meet our financial reporting

obligations. This, in turn, could result in a loss of investor confidence in the accuracy and completeness of our
financial reports, which could have an adverse effect on our stock price.

Item 1B, Unresolved Staff Comments.

None.

Item 2. Properties.

We own or lease approximately 10 offices including operations facilities. The Company believes its
current operating facilities are suitable and adequate to meet current and reasonably anticipated future needs
although as our business continues to grow we are evaluating the need for additional facilities. Descriptions of the
major facilities used in our operations are as follows:

Owned Locations

Houston, Texas — Office, manufacturing and warehouse building

Houma, Louisiana — Office, operations, fabrication and equipment storage facility

Leased Locations

Houston, Texas — Administrative office

Rock Springs, Wyoming — Office, operations and equipment storage facility

Algeria - Office, operations, and equipment storage facility

Republic of Congo — Office, operations, and equipment storage facility

Egypt — Office, operations, and equipment storage facility

Dubai — Office, operations, and equipment storage facility

Venezuela — Office operations, and equipment storage facility
Item 3. Legal Proceedings.

We are involved in or threatened with various legal proceedings from time to time arising in the ordinary
course of business. We do not believe that any liabilities resulting from any such proceedings will have a material
adverse effect on our operations or financial position,

Item 4. Submission of Matters to a Vote of Security Holders.

No matters were submitted to the shareholders during the fourth quarter of 2007.
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PART II
Item 5. Market for Common Equity and Related Stockholder Matters and Issuer Purchases of Equity Securities.
Our common stock is listed on the American Stock Exchange (AMEX) under the symbol “WEL.” The
following table sets forth the high and low sales prices per share of our common stock for each full quarterly period

within the two most recent fiscal years as reported on the AMEX:

High and Low Sales Prices

2007 2006
High Low Hig Low
First Quarter.................. § 277 $ 198 $ 186 § 1.08
Second Quarter ... 2.90 1.70 245 1.58
Third Quarter....... 1.73 1.21 1.97 1.56
Fourth Quarter .............. 1.64 1.20 2.25 1.55

On March L1, 2008 the last reported sales price of our common stock as reported on AMEX was § 1.62 per
share.

As of March 11, 2008, our common stock was held by approximately 200 holders of record. We have a
larger number of beneficial stockholders and much of our common stock is held by broker-dealers in street name for
their customers.

We have not paid any cash dividends on our common stock to date. Our current policy is to retain camings,
if any, to provide funds for the operation and expansion of our business. Our credit facilities contain covenants
prohibiting the payment of dividends.
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PERFORMANCE OF COMMON STOCK

The following graph compares our total stockholder return on an investment of $100 in our common stock
at December 31, 2002 for the years ended December 31, 2003, 2004, 2005, 2006 and 2007 as compared to the
Standard & Poors’ 500, the Dow Jones Wilshire MicroCap, the PHLX Oil Service Sector and the DI Wilshire
MicroCap Oil Equipment & Services indices over the same period.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*

Among Boots & Coots International Well Control . . .
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so L 1 1 S—
12102 12/03 12104 12/05 12/06 12/07
—£B— Boots & Coots International Well Control
— A— S&P 500
-+ O - - Dow Jones Wilshire MicroCap
—3¥— PHLX Oil Service Sector
—i— DJ Wilshire MicroCap Oil Equipment & Services
* $100 invested on 12/31/02 in stock or index-including reinvestment of dividends.
Fiscal year ending December 31.
Copyright © 2008, Standard & Poor's, a division of The McGraw-Hill Companies, Inc. All rights reserved.
www.researchdatagroup.com/S&P.htm
12/02 12/03 12/04 12/05 12/06 12/07
Boots & Coots International Well Control 100.00 196.88 142.19 162.50 350.00 254.69
S&P 500 100.00 128.68 142.69 149,70 173.34 182.87
Dow Jones Wilshire MicroCap 100.00 183.20 214.67 217.28 249.62 228.34
PHLX Qil Service Sector 100.00 116.44 157.54 236.42 267.49 395.88
DJ Wilshire MicroCap Oil Equipment & Services 100.00 141.76 192.04 291.25 296.76 337.06
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Item 6. Selected Financial Data.

The following table sets forth certain historical financial data as of and for the years ended December 31,
2007, 2006, 2005, 2004 and 2003 which has been derived from our audited consolidated financial statements. The
results of operations of ITS, Baylor Company, Abasco and Special Services are presented as discontinued
; operations. The data should be read in conjunction with the consolidated financial statements, including the notes,
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere
in this Form 10-K.

Years Ended December 31,
2007 2006 2005 2004 2003
(in thousands except per share amounts)} :

INCOME STATEMENT DATA:
REVENUES.....ccoecceecr s $ 105296 % 97,030 $ 29537 % 24,175 5 35935
Operating income 12,692 19,892 4,563 1,066 10,234
Income(loss) from continuing operations,
net of income taxes 7.8%1 11,165 2,179 (290) 6,609
Income from discontinued
operations, net of income taxes.. — — —_ 42 482
Net income (l088) ...oceevreccrencrrunenee 7,891 11,165 2,779 (248) 7,091
Net income (loss) attributable to common
stockholders............oooveeeeverrereennes 7,891 11,781 1,905 (996) 5,868
BASIC INCOME (LOSS) PER COMMON
SHARE:
Continuing operations ... 8 01l § 022 ¢ 006 § 004 3 0.25
Discontinued operations... . — 5 = § = $ — $ 002
Net iNCOME (l0S5).cvrraersrerreucrrereerersrsrraneeren 01 $ 022 § 006 § 004 3 0.27
Weighted average common
shares outstanding —Basic........... 70,039 53,7712 29,507 28,142 21,878
DILUTED INCOME (LOSS) PER
COMMON SHARE:
Continuing operations ... b 011 $ 0.21 5 006 & (004 % 0.24
Discontinued operations... .3 — 3 — £ — M — b 0.02
Net IBCome (10S5)..vcrvmmeneereriemccverrercsmmecrrenens b 011 8 0.21 M 006 £ ____ {004y § 026
Weighted average common
shares outstanding - Diluted ....... 72,114 55,036 31,3714 28,142 22,218
As of December 31,
2007 2006 2005 2004 2003
(in thousands)
BALANCE SHEET DATA:
Total assets .............ovmeee. $ 136,415 $ 101,017 ) 14,767 $ 18,393 s 19,726
Long-term debt and notes payable,
including current maturities (1) 28,091 31,432 6,448 7,680 12,398
Working capital (2) ... 34712 25,512 3,565 2,553 9,375
Stockholders’ equity (3)... 77,043 38422 3,795 1,180 380
Common shares outstanding. ... 75,564 59,186 29,594 29,439 27,300

(1) The improvement in long-term debt and notes payable including current maturities and working capital from 2003 to 2004 is a result
of restructuring our obligations with Prudential in 2004. The increase in long term debt from 2005 to 2006 is a result of debt issued to
Qil States Energy Services, Inc. and the credit agreement with Wells Fargo entered into in conjunction with the HWC acquisition.

(2) Working capital is the dollar amount of current assets less current liabilities. The increase in working capital from 2005 to 2006 is a
result of the HWC acquisition. In 2007, accounts receivable increased due to higher fourth quarter revenue in 2007 compared to 2006:
additionally, foreign prepaid tax and prepaid expenses increased.

(3} The increase in Stockholders’ equity from 2005 to 2006 is a result of the 26.5 million shares issued for the purchase of HWC from Oil

States International, Inc. valued at £26.5 million. The increase from 2006 to 2007 is due to our April 2007 underwritten public
offering of 14.95 million shares of our common stock which netted $28.8 million.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
Results of Operations

The fotlowing discussion and analysis should be read in conjunction with the consolidated financial
statements and notes therete and the other financial information contained in our periodic reports previously filed

with the Securities and Exchange Commission and incorporated herein by reference.

Our summary consolidated operating results for the fiscal years ended December 31, 2007, 2006 and 2005

were:
Years Ended December 31,
2007 2006 2005
{in thousands)
REVETIUES....c.eveeeereeeees et emeesseessneeronee $105,296 $97,030 $29,537
Costs and expenses:
Cost 0f 52185 ..o crmracrrinsessisenr 62,581 52,281 14,488
Operating €Xpenses ..o e 17,792 15,597 7,098
Selling, general and administrative 5,904 4,118 2,674
Other operating expense 276 259 —
Depreciation and amortization 6,051 4,883 714
Operating iNncome ..o 12,692 19,892 4,563
Interest expense and other, net 2,052 2,860 655
Income tax expense ......... 2,749 5.867 1,129
NELINCOME vveveirer v 7,891 11,165 2,779
Preferred dividends accrued............ — 616 (874)
Net income attributable to common
stockholders...........ooooiiiinns 3 7.891 5 11,781 3 1,905

We operate in two business segments: well intervention and response. Intercompany transfers between
segments were not material. Our accounting policies of the operating segments are the same as those described in
the summary of significant accounting policies. While cost of sales expenses are variable based upon the type of
revenue generated, most of our operating expenses represent fixed costs for base labor charges, rent and utilities.
For purposes of this presentation, operating expenses and depreciation and amortization have been charged to each
segment based upon specific identification of expenses and a pro rata allocation of remaining non-segment specific
expenses are assigned between segments based upon relative revenues. Selling, general and administrative and
corporate expenses have been allocated between segments in preportion to their relative revenue, Business segment
operating data from continuing operations is presented for purposes of management discussion and analysis of
operating results.

Our well intervention segment consists of services that are designed to enhance production for oil and gas operators
and reduce the number and severity of critical well events such as oil and gas well fires, blowouts, or other losses of
contrel at the well. This segment includes services performed by hydraulic workover and snubbing units that are
used to enhance production of oil and gas wells. These units are used for underbalanced drilling, workover, well
completions and plugging and abandonment services. This segment also includes services that are designed to
reduce the number and severity of critical well events offered through our prevention and risk management
programs, including training, contingency planning, well plan reviews, audits, inspection services and engineering
services. Additionally, this segment includes our pressure control equipment rental and service business, which was
an expansion of the Company’s well intervention segment in 2007.

The response segment consists of personnel, equipment and services provided during a critical well event
These services also include snubbing and pressure control services provided during a response which are designed to
minimize response time and mitigate damage while maximizing safety. These services primarily utilize existing
personnel to maximize utilization with only slight increases in fixed operating costs. In the past, during periods of
few critical events, resources dedicated to emergency respense were underutilized or, at times, idle, while the fixed
costs of operations continued to be incurred, contributing to significant operating losses. To mitigate these
consequences, we have concentrated in growing our well intervention business to provide more predictable
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revenues. The response business segment represented 12.6% of total revenues in 2007 compared 21% in 2006. We
expect our response business segment to continue to benefit as a result of cross selling of our pressure control
services by our well intervention business development team and our expanded geographic presence.

Information concerning operations in our two different business segments for the years ended December
31, 2007, 2006 and 2005 is presented below. Certain reclassifications have been made to the prior periods to
conform to the current presentation.

Xear Ended December 31,
2007 2006 2005
{in thousands)
Revennes
Well Intervention ... $ 91,985 3§ 76,653 § 13,860
Response....... 13,311 20,377 15,677
$ 108296 § 97030 § 29,537
Cost of Sales
Well INtervention ... i e $ 58422 § 46,562 § 6,226
RESPONSE ....ovctrcrecriarsemssee s samsbancesssessseannsasss 4,159 5,719 8,262
$ 62,581 % 52,281 $ 14,488
Operating Expenses (1)
Well INMErvEntion ..ot $ 14,477 § 10,104 % 3,531
RESPONSE .ot ivrervenisnissrestsnssssnsnssseesinsessanasmscasass 3315 5.493 3.567
S 17792 § 15597 § 7008
Selling, General and Administrative (2)
Well Intervention... - $ 5409 $ 3,514 8§ 1,255
RESPONSE cvviarsnssiss s esssrssassssrsnsiees 711 863 1.419
S 6180 § @ 4377 §_ 2674
Depreciation and Amortization (1)
Well Intervention .. s 5750 8§ 4,637 § 310
Response............ 301 246 404
$ 6051 § 4883 § 714
Operating Income
Well INervention .........wrisesmisssmssmmensessresss $ 7927 § 11,835 3 2,538
RESPONISE 1.crvverreereeresmsrneasimeereneeeaseneessmesmmsessrersenss 4765 g057 _____ 2,025

$ 12692 § 19.892 3 4563

(1) Operating expenses and depreciation and amortization have been charged to each segment
based upon specific identification of expenses and an allocation of remaining non-segment
specific expenses pro rata between segments based upon relative revenues,

(2) Selling, general and administrative expenses have been allocated pro rata between segments
based upon relative revenues.

Comparison of the Year ended December 31, 2007 with the Year ended December 31, 2006
Revenues

Well intervention revenues were $91,985,000 for the year ended December 31, 2007, compared to
$76,653,000 for the year ended December 31, 2006, representing an increase of $15,332,000, or 20.0% in the
current year. An increase of $5,309,000 in revenue is due to the inclusion of a full year of hydraulic workover
revenue in the current year compared to 10 months in the year 2006, and $2,965,000 in revenue is due to the one
time rig assist unit contract settlement in Qatar. The remaining increase in revenue is due to growth initiatives in
our international prevention and risk management services, our pressure control equipment rental and services, our
hydraulic workover and snubbing services in Wyoming, North Texas, the Middle East and Egypt which was offset
by lower activity in the Gulf of Mexico and Venezuela,

Response revenues were $13,311,000 for the year ended December 31, 2007, compared to $20,377,000 for

the year ended December 31, 2006, a decrease of $7,066,000, or 34.7% in the current year. The decrease was
primarily due to a lower level of high risk, international emergency response activity.
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Cost of Sales

Well intervention cost of sales was $58,422,000 for the year ended December 31, 2007, compared to
$46,562,000 for the year ended December 31, 2006, an increase of $11,860,000, or 25.5% in the current year. The
increase was primarily the result of an additional cost of sales of $7,197,000 due to the inclusion of a full year of
hydraulic workover cost of sales in the current year compared to ten months in the prior year. The increase was also
due to start up costs of $1,370,000 related to our entry into the pressure control rental tool and North Texas snubbing
businesses and our expansion of Middle East snubbing and North African prevention and risk management services.
In addition, the cost of sales for areas experiencing revenue increases were not fully offset by cost reductions
associated with revenue decreases due to the semi-fixed costs related to the hydraulic workover and snubbing
services in the Gulf of Mexico and Venezuela as well as the reduction of non-recurring low cost Gulf of Mexico
remediation work from the prior year period.

Response cost of sales was $4,159,000 for the year ended December 31, 2007, compared to $5,719,000 for
the year ended December 31, 2006, a decrease of $1,560,000, or 27.3% in the current year. For the current year,
cost of sales was 31.2% of revenue compared to 28.1% of revenue in the prior year. The 3.1% increase as a
percentage of revenue is due primarily by the lower level of favorable international activity during 2007.

Operating Expenses

Consolidated operating expenses were $17,792,000 for the year ended December 31, 2007, compared to
$15,597,000 for the year ended December 31, 2006, an increase of $2,195,000, or 14.1% in the current year. The
increase was primarily the result of an additional $1,418,000 due to the inclusion of a full year of hydraulic
workover operating expense in the current year compared to ten months in the prior year as well as additional
support personnel costs which include start up expenses of $1,054,000 for our pressure control rental business, our
prevention and risk management business in the Middle East and North Africa, and our hydraulic workover and
snubbing business in North Texas and the Middle East.

Selling, General and Administrative Expenses

Consolidated selling, general and administrative (8,G&A) expenses were $6,180,000 for the year ended
December 31, 2007, compared to $4,377,000 for the year ended December 31, 2006, an increase of $1,803,000, or
41.2% in the current year. The increase in total SG&A expense is primarily due to salaries, benefits, and marketing
related expenses. The increases were offset by a decrease in incentive bonus expense. During the twelve months
ended December 31, 2007, SG&A expense represented 5.9% of consolidated revenues compared to 4.5% of
revenues in the prior year,

Depreciation and Amortization

Consolidated depreciation and amortization expense increased by $1,168,000 between the years ended
December 31, 2007 and 2006. The increase was primarily due to an additional $704,000 resulting from the
inclusion of a full year of hydraulic workover depreciation in the current year compared to ten months of hydraulic
workover depreciation in the prior year, depreciation of current year property and equipment additions and the
amortization of intangible assets related to the acquisition of StassCo Pressure Control LLC,

Interest Expense and Other, Net

Net interest and other expenses decreased by $808,000 in the year ended December 31, 2007 compared to
the prior year period. The interest expense decrease was primarily due to capitalized interest expense of $376,000 in
2007. The interest income increase of $375,000 was due to earnings from funds received from the underwritten
public offering of 14.95 millicn shares of our common stock in April 2007.

Income Tax Expense

Income taxes for the year ended December 31, 2007 were $2,748,769 or 25.83% of pre-tax income
compared to the year ended December 31, 2006 of $5,867,000, or 34.45% of pre-tax income. We have determined
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that as a result of the acquisition of HWC we have experienced a change of control pursuant to limitations set forth
in Section 382 of the IRS rules and regulations. As a result, we are limited to uiilizing approximately 32.1 million of
U.S. net operating losses (NOL) to offset U.S. taxable income generated during the tax year ended December 31,
2007 and expect similar dollar limits in future years until our U.S. NOL’s are either completely used or expire. In
2007, the tax expense as a percent of pretax income was lower due to taxable income in foreign jurisdictions with
lower tax rates compared to the U.S., a tax benefit related to the utilization of future Net Operating Losses (NOLs)
against taxable income in future years which was partially offset by further FIN 48 assessments and related penalty
and interest. All 2007 U.S. current tax expense was offset by utilization of NOL’s.

Comparison of the Year ended December 31, 2006 with the Year ended December 31, 2005
Revenues

Well intervention revenues were $76,653,000 for the year ended December 31, 2006, compared to
$13,860,000 for the year ended December 31, 2005, representing an increase of $62,793,000, or 453.1% in 2006.
The increase was primarily the result of the inclusion of $53,826,000 of HWC'’s snubbing and hydraulic workover
revenues for ten of the twelve months ended December 31, 2006. Safeguard revenues increased $6,298,000 or
88.1% during the year due to an increase in international revenues primarily in Algeria. The remaining increase in
revenue for the year ended December 31, 2006 was primarily due to remediation work in the Gulf of Mexico.

Response revenues were $20,377,000 for the year ended December 31, 2006, compared to $15,677,000 for
the year ended December 31, 2005, an increase of $4,700,000, or 30.0% in 2006. This increase was due to
international activity which included extended jobs in Africa and Indonesia during the quarter ending December 31,
2006.

Cost of Sales

Well intervention cost of sales was $46,562,000 for the year ended December 31, 2006, compared to
$6,226,000 for the year ended December 31, 2005, an increase of $40,336,000, or 647.9% in 2006. The increase
was primarily the result of inclusion of $36,581,000 of HWC’s snubbing and hydraulic workover cost of sales for
ten of the twelve months ended December 31, 2006. The remaining cost increase of $3,755,000 during the twelve
months of 2006 compared to the same period in 2005 was primarily due to increases in activity attributable to our
Safeguard international business (primarily in Algeria).

Response cost of sales was 35,719,000 for the year ended December 31, 2006, compared to $8,262,000 for
the year ended December 31, 2005, a decrease of $2,543,000, or 30.8% in 2006. This decrease was the result of
reduced subcontractor costs for third party field personnel security which were $5,087,000 during 2003, For the
2006 year, cost of sales was 28.1% of revenue which is more typical of direct costs associated with international
response revenue.

Operating Expenses

Consolidated operating expenses were $15,597,000 for the year ended December 31, 2006, compared to
$7.098,000 for the year ended December 31, 2005, an increase of $8,499,000, or 119.7% in 2006. This'increase was
primarily the result of inclusion of $3,951,000 related to support personnel and facility expense of the snubbing and
hydraulic workover service line for ten of the twelve months ended December 31, 2006. The remaining operating
cost increase during the twelve months ended December 31, 2006 was primarily due to business deveiopment
expense associated with increased international business activities, incentive compensation expense and
administrative costs. The year ended December 31, 2006 includes expense of $976,000 related to stock option
expense pursuant to our adoption of SFAS No. 123R which requires the expensing of stock options beginning
January 1, 2006. '

Selling, General and Administrative Expenses

Consolidated selling, general and administrative (SG&A) expenses were $4,377,000 for the year ended
December 31, 2006, compared to $2,674,000 for the year ended December 31, 2005, .an increase of $1,703,000, or
L i
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63.7% in 2006. This increase was primarily due to professional service fees, incentive compensation expense and
$312,000 of stock option expense in 2006 pursuant to our adoption of SFAS No. 123R which requires the expensing
of stock options beginning January 1, 2006. During the twelve months ended December 31, 2006, SG&A expense
represented 4.5% of consolidated revenues compared to 9.1% of revenues in 20085,

Depreciation and Amortization

Consolidated depreciation and amortization expense increased by $4,169,000 for the year ended December
31, 2006 compared to 2005, due to the inclusion of depreciation expense of $4,363,000 associated with the snubbing
and hydraulic workover service line for ten of the twelve months ended December 31, 2006,

Interest Expense and Gther, Net

The increase in interest and other expenses, net, of $2,205,000 for the year ended December 31, 2006 as
compared to the prior year is set forth in the table below:

For the Years Ended December 31,

2006 2005
(in thousands)

Interest expense — senior debt b3 9 $ 53
Interest on subordinated notes 102 666
Interest credit related to December

2000 subordinated debt restructuring {598) (332)
Interest expense — Term Note and Revolver 829 —
Interest expense — Subordinated Debt 1,752 —
Amortization of deferred finance cost on credit facility 41 —
Amortization of deferred finance cost on subordinated 809 202
debt
Interest expense on financing agreements 85 56
Interest income on cash investments (7 (49)
Loss on foreign exchange — (14}
Legal settlements and other 8 73
Total Interest and Other, Net 3 2.860 b 655

Income Tax Expense

Income taxes for the year ended December 31, 2006 were $5,867,000, or 34.45% of pre-tax income
compared to the year ended December 31, 2005 of $1,129,000, or 28.9% of pre-tax income. We have determined
that as a result of the acquisition of HWC we have experienced a change of control pursuant to limitations set forth
in Section 382 of the IRS rules and regulations. As a result, we are limited to utilizing approximately $4.1 million of
U.S. net operating losses (NOL) to offset U.S, taxable income generated during the tax year ended December 31,
2006 and expect lower dollar limits in future years until our U.S. NOL'’s are either completely used or expire. In
2006, the tax expense was due to taxable income in foreign jurisdictions. All 2006 U.S. taxable income was offset
by utilization of NOL’s.

Liquidity and Capital Resources
Liguidity

At December 31, 2007, we had working capital of $34,712,000 compared to $25,512,000 at December 31,
2006. Our cash balance at December 31, 2007 was $6,501,000 compared to $5,033,000 for the prior year. We
ended the year with stockholders’ equity of $77,043,000 which increased $38,621,000 compared to $38,422,000 in
the prior year primarily due to our 2007 equity offering proceeds of $28,847,000 and 2007 net income of
$7,891,000.

In the year ended December 31, 2007, we generated net cash from cperating activities of $2,146,000
compared to $4,673,000 in 2006. OQur primary liquidity needs are working capital, capital expenditures such as

25



assembling hydraulic units, expanding our pressure control fleet of equipment and replacing support equipment for
our hydraulic workover and snubbing service line, debt service and acquisitions. Our primary sources of liquidity
are cash flows from operations and borrowings under the revolver credit facility. We had cash and cash equivalents
of $6,501,000 at December 31, 2007 compared to $5,033,000 at December 31, 2006.

Cash used in investing activities during the years ended December 31, 2007 and 2006 in the amount of
$27,065,000 and $1,687,000, respectively. Capital expenditures, including capitalized interest, totaled $21,309,000
and $6,882,000 during the years ended December 31, 2007 and 2006, respectively. Capital expenditures in 2007
consisted primarily of purchases of assets for our hydraulic workover and snubbing services and our pressure control
rental equipment services, while our 2006 capital expenditures were primarily purchases of hydraulic workover and
snubbing equipment. We received proceeds on sale or disposal of equipment generating cash of $4,938.000 in 2007
compared to $829,000 in 2006, In 2007, we realized insurance proceeds on two claims related to loss of hydraulic
units lost offshore, one claim was related to a Guif of Mexico claim incurred in 2005 during the Katrina hurricane
which generated cash of $1,040,000 and the second claim generated cash of $3,565,000 resulting from our claim on
the loss of a hydraulic unit operating offshore of the Republic of Congo, which resulted in a gain of $1,830,000 in
the current year. This hydraulic unit and auxiliary equipment was lost as a consequence of a third party service
vessel. Our cost to replace the equipment was approximately $2,500,000, which is included in our 2007 capital
expenditures.

On March 3, 2006, we acquired the hydraulic well control business (HWC) of Oil States International, Inc.
As consideration for HWC, we issued approximately 26.5 million shares of our common stock and subordinated
promissory notes of $21,200,000 while the transaction netted cash to our company of $4,366,000. At the time of
acquisition, this service line was operating in the Louisiana Gulf Coast, Venezuela, North Africa, West Africa and
Middle East oil and gas markets.

On July 31, 2007, we acquired Rock Springs, Wyoming-based StassCo Pressure Control, LLC (StassCo})
for cash consideration of $10,694,000, net of cash acquired and including transaction costs but excluding a payable
to the former owners of $500,000. This transaction was funded utilizing cash proceeds available from our
underwritten public offering of common stock in April 2007. StassCo performs snubbing services in the Cheyenne
basin, Wyoming and operates four hydraulic rig assist units.

We increased our net cash of $26,387,000 due to financing activities during the year ended December 31,
2007 primarily as a result of an underwritten public offering of 14.95 million shares of our common stock in April of
2007, netting cash proceeds totaling approximately $28,847,000, net of underwriting discounts and offering
expenses. The proceeds were used to reduce our debt, invest in the StassCo acquisition and capital expenditures,
including hydraulic units and pressure control rental equipment.

In early April 2007, we were notified by a customer in Qatar that as a result of changes to its well
completion plans, it would no longer require snubbing services. As a consequence, the customer no longer required
the services of a rig assist unit that we had procured and deployed to the region. Under the terms of our contract with
the customer, the customer had the option to either obtain ownership of the unit by paying us a lump cash sum of
$4.2 million, which was approximately equal to our costs for procuring the rig assist unit and transporting it, or to
make installment payments to us over a period of 24 months totaling approximately $4.0 million, in which case we
would retain ownership of the unit. During the fourth quarter of 2007, we agreed to accept payment of $2,965,000
and retain ownership of the rig assist unit in satisfaction of the contract.

We operate internationally, giving rise to exposure to market risks from changes in foreign currency
exchange rates to the extent that transactions are not denominated in U.S. Dollars. We typically endeavor to
denominate our contracts in U.S. Dollars to mitigate exposure to fluctuations in foreign currencies. On December
31, 2007, we had cash of $138,000 denominated in Bolivars and residing in a Venezuelan bank. Venezuela trade
accounts receivables of $2,992,000 were denominated in Bolivars and included along with cash in net working
capital denominated in Bolivars of § 671,937 and subject to market risks.

The Venezuelan government implemented a foreign currency control regime on February 5, 2003. This has

resulted in currency controls that restrict the conversion of the Venezuelan currency, the Bolivar, to U.S. Dollars.
The Company has registered with the control board (CADIVI} in order to have a portion of total receivables in U.S
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dollar payments made directly to a United States bank account. Venezuela is also on the U.S. government’s “watch
list” for highly inflationary economies. Management continues to monitor the situation closely.

Effective January 1, 2006, and related to our acquisition of the hydraulic well control business of Oil States
International, Inc., we changed our functional currency in Venezuela from the Venezuelan Bolivar to the TLS.
Dollar. This change allows us to have one consistent functional currency after the acquisition. Accumulated other
comprehensive loss reported in the consolidated statements of stockholders’ equity before January 1, 2006 totaled
$1.2 million and conststed solely of the cumulative foreign currency translation adjustment in Venezuela prior to
changing our functional currency. In accordance with SFAS No. 52, “Foreign Currency Translation,” the currency
translation adjustment recorded up through the date of the change in functional currency will only be adjusted in the
event of a full or partial disposition of our investment in Venezuela.

Disclosure of on and off balance sheet debts and commitments:

Our known contractual obligations at December 31, 2007 are reflected in the table below.

Future commitments (000’s)
Description TOTAL Less than 1-3 years 3-5 years After §
1 year years

Long and short term debt
and notes
payable

Term loan $ 5867 43 1,940 | § 3880 | § 47 |3 —

Revolving credit

Facility $ 1,058 | § — |3 1,058 | § — 18 —

Subordinated debt $ 21,166 | § — 1% 21,166 | § — |3 —
Future minimum lease
Payments $ 5189 | 8 718 | § 1,051 | § 1041 | 8 2379
Total commitments $ 33280 % 2658 |§ 27155 | § 1088 (§ 2379

Off-Balance Sheet Arrangements

As of Decernber 31, 2007 we had no off-balance sheet arrangements as defined in item 303(a) (4) of
Regulation S-K.

Tax Matters

Our primary deferred tax assets at December 31, 2007 are related to $28.8 million in available federal net
operating loss carry forwards (NOL’s) and $3.6 million of foreign tax credits. The foreign tax credits will expire in
varying amounts during the years 2009 through 2017. The NOL’s will expire in varying amounts during the years
2019 through 2027 if they are not first used to offset taxable income that we generate. Our ability to utilize a
significant portion of the available NOL’s and foreign tax credits are currently limited due to a change in control that
occurred during 2006,

Our income tax provision for the year ended December 31, 2007 totaled $2.7 million or 25.8% of pretax
income. Our income tax provision for the year ended December 31,2006 totaled $5.59 million or 34.4% of pretax
income.

Credit Facilities/Capital Resources

On March, 2006, we entered into a Credit Agreement (the “Credit Agreement™} with Wells Fargo Bank,
National Association, which established a revolving credit facility capacity totaling $10.3 millicn, and a term credit
facility totaling $9.7 miilion. The term credit facility is payable monthly over a period of sixty months and is
payable in full on March 3, 2010, subject to extension under certain circumstances to March 3, 20H1. The revolving
credit facility is due and payable in full on March 3, 2010, subject to a year to year renewal thereafter. The loan
balance outstanding on December 31, 2007 was $5.9 million on the term credit facitity and $1.1 million on the
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revolving credit facility. The revolving credit facility borrowing base was $10.3 million at December 31, 2007,
adjusted for $2.3 million outstanding under letters of credit and guarantees leaving $7.0 million available to be
drawn under the facility. We believe that cash on hand, cash from operations and amounts available under our credit
facilities will be sufficient to meet our liquidity needs in the coming twelve months.

At our option, borrowings under the Credit Agreement bear interest at either (i) Wells Fargo’s prime
commercial lending rate plus a margin ranging, as to the revolving credit facility up to 1.00%, and, as to the term
credit facility from 0.50% to 1.50% or (ii) the London Inter-Bank Market Offered Rate (LIBOR) plus a margin
ranging, as to the revolving credit facility, from 2.50% to 3.00% per annum, and, as to the term credit facility, from
3.00% to 3.50%, which margin increases or decreases based on the ratio of the outstanding principal amount under
the Credit Agreement to our consolidated EBITDA. The interest rate applicable to borrowing under the revolving
credit facility and the term credit facility at December 31, 2007 was 7.25 % and 7.75%, respectively. Fees on
unused commitments under the revolving credit facility are due monthly and range from 0.25% to 0.50% per annum,
based on the ratio of the outstanding principal amount under the Credit Agreement to our consolidated EBITDA.

Substantially all of our assets are pledged as collateral under the Credit Agreement. The Credit Agreement
contains various restrictive covenants and compliance requirements, including: (1) maintenance of a minimum book
net worth through December 31, 2006 equal to 90% of the pro forma book net worth calculated on March 1, 2006,
but in no event less than $25 million, or, for each fiscal year thereafter, equal to the greater of the minimum boock net
worth required for the preceding fiscal year or 85% of book net worth on the last day of the preceding fiscal year
(for these purposes “book net worth” means the aggregate of our common and preferred stockholders” equity on a
consolidated basis); (2) maintenance of a minimum ratio of our consolidated EBITDA less unfinanced capital
expenditures to principal and interest payments required under the Credit Agreement, on a trailing twelve month
basis, of 1.50 to 1.00; (3) notice within five (5) business days of making any capital expenditure exceeding
$500,000; and (4) limitation on the incurrence of additional indebtedness except for indebtedness arising under the
subordinated promissory notes issued in connection with the HWC acquisition. Due to investments of our stock
offering proceeds in April 2007, the credit agreement has been amended to increase the minimum book net worth to
a constant $55 million for the purpose of the first (1) covenant above and to exclude unfinanced capital expenditures
for the year 2007 for the purpose of the second (2) covenant above. We were in compliance with these covenants at
December 31, 2007.

The $21,166,000 owing to Qil States Energy Services, Inc. is an unsecured subordinated debt which bears
interest at a rate of 10% per annum, with a one time principal payment on September 9, 2010. Interest is accrued
monthly and payable quarterly.

Critical accounting policies

In response to the SEC’s Release No. 33-8040, “Cautionary Advice Regarding Disclosure about Critical
Accounting Policies,” we have identified the accounting principles which we believe are most critical to the reported
financial statements by considering accounting policies that involve the most complex or subjective decisions or
assessment. We have identified our most critical accounting policies to be those related to revenue recognition,
allowance for doubtful accounts, share-based compensation and income taxes.

Revenue Recognition - Revenue is recognized on our service contracts primarily on the basis of contractual
day rates as the work is completed. Revenue and cost from product and equipment sales is recognized upon
customer acceptance and contract completion.

Contract costs include all direct material and labor costs and those indirect costs related to contract
performance, such as indirect labor, related workman’s compensation insurance, supplies, tools, repairs and
depreciation costs. General and administrative costs are charged to expense as incurred. Fixed assets are depreciated
over their useful lives. Provisions for estimated losses on uncompleted contracts are made in the period in which
such losses are determined.

We recognize revenues under the WELLSURE® program as follows: (a) initial deposits for pre-event type
gr

services are recognized ratably over the life of the contract period, typically twelve months (b} revenues and billings
for pre-event type services provided are recognized when the insurance carrier has billed the operator and the
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revenues become determinable and (c) revenues and billings for contracting and event services are recognized based
upon our predetermined day rates and sub-contracted work as incurred.

Allowance for Doubtful Accounts - We perform ongoing evaluations of our customers and generally do not
require collateral. We assess our credit risk and provide an allowance for doubtful accounts for any accounts which
we deem doubtful of collection.

Share-based compensation - We have adopted Statement of Financial Accounting Standards No. 123
(revised 2004), “Share-Based Payment” (“SFAS No. 123R”), which requires the measurement and recognition of
compensation expense for all share-based payment awards made to employees, consultants and directors; including
employee stock options based on estimated fair values effective January 1, 2006. SFAS No. 123R supersedes our
previous accounting under Accounting Principles Board Opinion No. 25, “Accounting for Stock lssued to
Employees™ (“APB 257} for periods beginning in fiscal 2006. In March 2005, the SEC issued Staff Accounting
Bulletin No. 107 (“SAB 107"} relating to SFAS No. 123R. We have applied the provisions of SAB 107 in our
adoption of SFAS No. 123R.

Income Taxes - We account for income taxes pursuant to the SFAS No. 109 “Accounting For Income
Taxes,” which requires recognition of deferred income tax liabilities and assets for the expected future tax
consequences of events that have been recognized in our financial statements or tax returns. Deferred income tax
liabilities and assets are determined based on the temporary differences between the financial statement carrying
amounts and the tax bases of existing assets and liabilities and available tax carry forwards. The domestic tax
liabilities are offset by the usage of our net domestic operating loss carry forwards. The provision for tax expense
includes foreign income taxes from Algeria and Venezuela (See “Note I Income Taxes to the consolidated financial
statements).

Effective January 1, 2007, we adopted FASB Interpretation Number 48, “Accounting for Uncertainty in
Income Taxes” (FIN 48), which is intended to clanfy the accounting for income taxes by prescribing a minimum
recognition threshold for a tax position before being recognized in the financial statements. FIN 48 also provides
guidance on derecognition, measurement, classification, interest and penalties, accounting in interim periods,
disclosure and transition. In accordance with the requirements of FIN 48, the Company evaluated all tax years still
subject to potential audit under state, federal and foreign income tax law in reaching its accounting conclusions. As
a result, the Company concluded it did not have any unrecognized tax benefits or any additional tax liabilities after
applying FIN 48 as of the January 1, 2007 adoption date as of and for the twelve months ended December 31, 2007.
The adoption of FIN 48 therefore had no material impact to the Company’s consolidated financial statements. The
Company recognizes interest and penalties related to uncertain tax positions in income tax expense. Tax years
subsequent to 2005 remain open to examination by U.S. federal and state tax jurisdictions, tax years subsequent to
2003 remain open in Venezuela, and tax years subsequent to 2002 remain open in Algeria.

Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” SFAS 157 defines fair value,
establishes a framework for measuring fair value in generally accepted accounting principles (GAAP), and expands
disclosures about fair measurements. This Statement applies under other accounting pronouncements that require or
permit fair value measurements, the FASB having previously concluded in those accounting pronouncements that
fair value is the relevant measurement attribute. Accordingly, this Statement does not require any new fair value
measurements. However, for some entities, the application of this Statement will change current practice. SFAS No.
157 becomes effective for the fiscal years beginning after November 15, 2007. In February 2008, the FASB issued
FASB Staff Positions (“FSP”) No. 157-1, “Application of FASB Statement No. 157 to FASB Statement No. 13 and
Other Accounting Pronouncements That Address Fair Value Measurements for Purposes of Lease Classification or
Measurement under Statement 13" and FSP No. 157-2, “Effective Date of FASB Statement No. 157”. FSP No. 157-
1 amends SFAS No. 157 to exclude SFAS No. 13, “Accounting for Leases,” and its related interpretive accounting
pronouncements that address leasing transactions, while FSP No. 157-2 delays the effective date of SFAS No. 157
for all nonfinancial assets and nonfinancial liabilities, except those that are recognized or disclosed at fair value in
the financial statements on a recurring basis (at feast annually} until the beginning of the first quarter of 2009. The
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Company does not expect the adoption of SFAS 157 to have a material effect on its consolidated financial
statements.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and
Financial Liabilities—Including an amendment of FASB Statement No. 115.” SFAS 159 permits entities to choose
to measure many financial instruments and certain other items at fair value. The objective is to improve financial
reporting by providing entities with the opportunity to mitigate volatility in reported eamings caused by measuring
related assets and liabilities differently without having to apply complex hedge accounting provisions. This
Statement is expected to expand the use of fair value measurement, which is consistent with the Board’s long-term
measurement objectives for accounting for financial instruments. The Company has not yet determined the
estimated impact on its financial condition or results of operations, if any, of adopting SFAS No. 159, which
becomes effective for the fiscal years beginning after November 15, 2007,

In December 2007, the FASB issued SFAS No. 141(R), “Business Combinations.” SFAS 141(R)
established revised principles and requirements for how the Company will recognize and measure assets and
liabilities acquired in a business combination. The objective of this Statement is to improve the relevance,
representational faithfulness, and comparability of the information that a reporting entity provides in its financial
reports about a business combination and its effects, The Statement is effective for business combinations
completed on or after the beginning of the first annual reporting peried beginning on or after December 15, 2008,
which begins January 1, 2009 for the Company. The adoption of SFAS 141(R) is not expected to have a material
impact on the Company’s results from operation or financial position.

In December 2007, the FASB issued SFAS No. 160, "Non-controlling Interests in Consolidated Financial
Statements, an amendment of ARB No. 51". SFAS 160 establishes accounting and reporting standards for the non-
controlling interest in a subsidiary and for the deconsolidation of a subsidiary. The objective of this Statement is to
improve the relevance, comparability, and transparency of the financial information that a reporting entity provides
in its consolidated financial statements by establishing accounting and reporting standards. The Statement is
effective on or after the beginning of the first annual reporting period beginning on or after December 15, 2008,
which begins January 1, 2009 for the Company. The adoption of SFAS 160 is not expected to have a material
impact on the Company’s results from operation or financial position.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk.

The nature of our response revenue stream is unpredictable from quarter to quarter and from country to
country such that any history of geographic split does not represent a trend, During the year 2007, foreign revenues
were 76% of total revenue. Revenue generated by Venezuela and Algeria during the year 2007 was 19% and 20%,
respectively. Revenue generated by Venezuela and Algeria during the year 2006 was 21% and 24%, respectively.
See “~ Liquidity and Capital Resources” for more information regarding our foreign currency risks.

Our debt consists of both fixed-interest and variable-interest rate debt; consequently, our earnings and cash
flows, as well as the fair values of our fixed-rate debt instruments, are subject to interest-rate risk. We have
performed sensitivity analyses on the variable-interest rate debt to assess the impact of this risk based on a
hypothetical 10% increase in market interest rates.

We have a term loan and a revolving line of credit that are subject to the risk of loss associated with
movements in interest rates. As of December 31, 2007, we had fleating rate obligations totaling approximately $6.9
million. See “Liquidity and Capital Resources” for more information. These floating rate obligations expose us to
the risk of increased interest expense in the event of increases in short-term interest rates. 1f the floating interest rate
was to increase by 10% from the December 31, 2007 levels, our interest expense would increase by a total of
approximately $62,000 annually.

Item 8. Financial Statements and Supplementary Data.

Attached following the Signature Pages and Exhibits.
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Item 9, Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.
None.
Item 9A. Controls and Procedures.

Under the supervision and with the participation of our management, including our Chief Executive Officer
and Chief Financial Officer, we conducted an evaluation of the effectiveness of the design and operation of our
disclosure controls and procedures, as such term is defined under Rule 13a-15(e) under the Securities and Exchange
Act of 1934, as amended (the “Exchange Act™), as of December 31, 2007. Our Chief Executive Officer and Chief
Financial Officer concluded, based upon their evaluation, that our disclosure controls and procedures are effective to
ensure that the information required to be disclosed in reports that we file under the Exchange Act is recorded,
processed, summarized and reported within the time periods specified in SEC rules and forms.

In connection with the audit of our consolidated financial statements for the year ended December 31,
2005, our independent auditors, UHY LLP, issued letters to our audit committee, dated March 27, 2006, noting
certain matters in our Venezuelan subsidiary that they considered to be a material weakness in internal control. The
matters listed in the letters included the lack of controls to mitigate the risk of fraud and the lack of controls over
financial reporting; particularly with respect to adjustments necessary to convert the Venezuelan financial statements
from Venezuelan generally accepted accounting principles to accounting principles generally accepted in the United
States.

During 2006, we made changes in policies and procedures to improve and enhance internal controls with
regard to fraud prevention and detection and with respect to financial reporting in Venezuela intended to
appropriately address the matters referred to in the letters. These changes included:

- hiring a CFO with an International background and Sarbanes Oxley implementation experience;
- revising and implementing the existing policies and procedures of the subsidiary;

- restructuring the accounting department of the subsidiary and enhancing our corporate reporting
requirements;

- utilizing an in-country accounting manager to support the implementation of an integrated
accounting system. The accounting manager is responsible for local internal controls and policies
and procedures.

Based on these improvements, the material weaknesses were remediated as of December 31, 2006
Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining effective internal control over financial
reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act). Because of its inherent limitations,
internal control over financial reporting may not prevent or detect misstatements, Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Our management assessed the effectiveness of our internal control over financial reporting as of December 31,
2007. In making this assessment, we vsed the criteria set forth by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO) in Internal Control Integrated Framework, Based on this assessment, our
management concluded that, as of December 31, 2007, our internal control over financial reporting is effective
based on those criteria.

Our internal control over financial reporting as of December 31, 2007 has been audited by UHY LLP, an
independent registered public accounting firm, as stated in their report which appears herein.
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Changes in Internal Control over Financial Reporting

There have been no changes in our internal control over financial reporting identified in conjunction with
our management’s evaluation of such control that occurred during our fourth fiscal quarter ended December 31,
2007 that has materially affected, or is reasonably likely to materially affect, our internal control over financial
reporting.
Item 9B. Other Information.

None.

PART I
Item 10. Directors, Executive Officers and Corporate Governance.

The following table lists the name, age, and office of each of our directors and executive officers. There
are no family relationships between any director and any other director or executive officer.

NAME AGE POSITION
Douglas E. Swanson 69 Chairman of the Board
Jerry L. Winchester 48 President, Chief Executive Officer and Director
Gabriel Aldape 47 Chief Financial Officer
Dewitt H. Edwards 49 Executive Vice President
W. Richard Anderson (1) 54 Director
E. J. DiPaolo (1)(2) 55 Director
Robert S. Herlin (1) 52 Director
K. Kirk Krist (2) 49 Director
Robert G. Croyle (2) 05 Director

(1) Member of the Audit and Compensation Committees.
(2) Member of the Nominating and Corporate Governance Committee.

BIOGRAPHIES OF EXECUTIVE OFFICERS AND DIRECTORS

Douglas E. Swanson has served as a Class I1I director since March 2006. Mr. Swanson serves as a Class
111 director for a term that will expire on the date of our annual meeting of stockholders in 2069. Mr. Swanson was
elected Chairman of the board by our board of directors on November 6, 2006. Mr. Swanson was appointed as
president and chief executive officer of Qil States International, Inc. in January 2000. He resigned his position as
president of Qil States in May 2006, and he resigned his position as chief executive officer of Oil States in April
2007. Oil States International, Inc., a diversified oilfield services company, that is a leading manufacturer of
products for deepwater production facilities and subsea pipelines, and is a leading supplier of a broad range of
services to the oil and gas industry, including production-related rental tools, work force accommodations and
logistics, oil country tubular goods distribution and land drilling services. Oil States is a publicly traded company on
the New York Stock Exchange under the symbol “OIS”. Mr. Swanson remains a director of Qil States. Prior to
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joining Oil States, Mr. Swanson served as president and chief executive officer of Cliffs Drlling Company, a
contract drilling company, from January 1992 to August 1999. He holds a bachelor’s degree from Cornell College
and is a Certified Public Accountant, Mr, Swanson is a director for Flint Energy Services, LTD (Toronto: FES.TO)
a Canadian integrated midstream oil and gas production services provider,

Jerry Winchester has served as our President, Class 11 Director and Chief Operating Officer since 1998. In
July 2002 he assumed the position of Chief Executive Officer. Mr. Winchester serves as a Class I Director for a
term that will expire on the date of our annual meeting of stockholders scheduled in 2008. Prior to joining us in
1998, Mr. Winchester was employed by Halliburton Energy Services since 1981 in positions of increasing
responsibility, most recently as Global Manager — Well Control, Ceil Tubing and Special Services. He received his
B.S. in Engineering Technology from Oklahoma State University in 1982 and is an active member of the Society of
Petroleum Engineers and the International Association of Drilling Contractors.

Gabriel Aldape was appointed our Chief Financial Officer on March 3, 2006. From July 1998 to March2,
2006, Mr. Aldape served as Vice President-Finance of Hydraulic Well Control, LLC and in such capacity was
responsible for directing investment analysis, cost analysis, general accounting, and finance management, including
cash management and business planning, for Qil States land drilling operation, and for Capstar Drilling. Mr. Aldape
also managed the Sarbanes-Oxley compliance effort for Hydraulic Well Control, LLC and Capstar Drilling. While
at Hydraulic Well Control, LLC, Mr. Aldape directed the financial start up efforts in Dubai, the Republic of the
Congo, Algeria and Egypt. Prior to that, his international experience includes five years as finance manager and
controller of Hydraulic Well Control, LLC in Mexico and Venezuela. Mr. Aldape has spent 23 years in accounting
and management in the oil field service industry.

Dewitt H. Edwards has served as Executive Vice President since June 30, 2006. From April 2005 to June
2006, Mr. Edwards served as Senior Vice President—Finance and Principal Financial Officer. His primary
responsibilities include the delivery of our services and the business development and geographic management of
our domestic businesses. Prior to his employment, Mr. Edwards served as a consultant to the Company from May
2002 to April 2005. In that capacity, he had been engaged to work on initiatives to refinance our debt and improve
our overall capital structure and liquidity. Prior to that time, Mr. Edwards had been employed by us as Executive
Vice President since September 1998, Before joining us, Mr. Edwards had been employed by Halliburton Energy
Services for 19 years where he served in positions of increasing authority, including Mid-Continent area manager
and North America resource manager.

W. Richard Anderson has served as a Class I director since August 1999. Mr. Anderson alse serves as
chairman of the Audit Committee and is a member of the Compensation Committee. Mr. Anderson serves as a Class
I Director for a term that will expire on the date of the annual meeting of stockholders scheduled for calendar year
2010. Prior to May 2007, Mr. Anderson was the President, Chief Executive Officer and a director of Prime Natural
Resources, a closely-held exploration and production company. Prior to his employment at Prime in January 1999,
he was employed by Hein & Associates LLP, a certified public accounting firm, where he served as a partner from
1989 to January 1995 and as a managing partner from January 1995 until October 1998. Mr. Anderson also serves
on the boards of directors of Transocean Corporation and Calibre Energy, [nc.

E. J. DiPaolo served as a director from May 1999 to December 4, 2002 then was reappointed on September
30, 2003. Mr. DiPaolo serves as a Class [I Director for a term that will expire on the date of our annual meeting of
stockholders in 2008. Mr. DiPaclo also serves on the Audit, Compensation, and Nominating & Corporate
Governance Committees. Since August of 2003, Mr. DiPaole has provided consulting services to Growth Capital
Partners, L.P., a company engaged in investments and merchant banking. Mr. DiPaclo was the Senior Vice
President, Global Business Development of Halliburton Energy Services, having had responsibility for ail
worldwide business development activities until his retirement in 2002. Mr. DiPaolo was employed at Halliburton
Energy Services from 1976 until his retirement in progressive positions of responsibility. Mr. DiPaolo also
serves on the boards of directors of Superior Well Services, Inc, Evolution Petroleum Corporation, and Innicor
Subsurface Technologies, Inc.

Robert S. Herlin was appointed a Class [ director on September 30, 2003. Mr. Herlin serves on the Audit
Committee and chairs the Compensation Comumittee. Mr. Herlin serves as a Class I Director for a term that will
expire on the date of the annual meeting of stockholders scheduled for calendar year 2010. Since 2003, Mr. Hetlin
has served as the President, CEO and a Director of Evolution Petroleum Corporation, a public company involved in
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the acquisition and redevelopment of oil and gas properties. Since 2003, Mr. Herlin has served as a partner with
Tatum Partners, a service company that provides principal executive and accounting officers to clients on a contract
basis. Pror to his employment at Evolution Petroleum Corporation, Mr. Herlin was CFO of Intercontinental Tower
Corporation, a wireless telecom infrastructure operation in South America from 2000 to 2003. Mr. Herlin earned his
MBA from Harvard and engineering degrees from Rice University.

K. Kirk Krist has served as a Class III director since our acquisition of IWC Services on July 29, 1997. Mr.
Krist serves on the Nominating & Corporate Governance Committee. Mr. Krist’s term as a class I1I director will
expire on the date of our annual meeting of stockholders in 2009, Mr. Krist served as Chairman of the Board from
December 2002 to December 2006. Mr. Krist is a graduate of the University of Texas with a B.B.A. in Business.
He has been a self-employed oil and natural gas investor and venture capitalist since 1982.

Robert G. Croyle became a Class | director on January 1, 2007. He chairs the Nominating & Corporate
Governance Committee. Mr. Croyle’s a term as a Class [ director will expire on the date of the annual meeting of
stockholders scheduled for calendar year 2010. From 2002 until December 31, 2006, when he retired, Mr. Croyle
served as Vice Chairman and Chief Administrative Officer of Rowan Companies, Inc., a major international
offshore and land drilling contractor traded on the New York Stock Exchange. Mr. Croyle held various positions
with Rowan Companies, Inc. beginning in 1973, and was elected as a director of Rowan in 1998. From 1993 to
2002, he served as Executive Vice President with management responsibility for Rowan’s aviation and
manufacturing divisions. Mr. Croyle is a director of Rowan Companies, Inc. and Magellan Midstream Holdings,
GP, LLC.

Security Holder Communications. Security holder communications intended for the board of directors or
for particular directors (other than stockholder proposals submitted pursuant to Exchange Act Rule 14a-8 and
communications made in connection with such proposals) may be sent in care of: Corporate Secretary, Boots &
Coots International Well Control, Inc., 7908 N. Sam Houston Parkway West, 5™ Floor, Houston, Texas 77064. The
Secretary will forward all such communications to the board of directors or to particular directors as directed
without screening such communications.

Code of Business Conduct and Ethics. We have adopted a Code of Business Conduct and Ethics that
covers all employees, directors, and officers, and that relates to the honest and ethical conduct in all business
dealings, full, fair, accurate, timely and understandable disclosures in all reports filed by us with, or submitted to, the
U.S. Securities and Exchange Commission and in other public communications, compliance with applicable
governmental rules and regulations, and avoidance of conflicts of interest. The Code of Business Conduct and
Ethics is available on the ‘Company Info’ link at www.boots-coots.com, Copies of the Code of Business Conduct
and Ethics may also be obtained upon written request of our corporate Secretary at our principal executive office
address.

Audit Committee Independence and Financial Experts. The Audit Committee reviews our financial
reporting processes, system of internal controls, and the audit process for monitoring compliance with laws and
regulations. In addition, the committee reviews, with our auditors, the scope of the audit procedures to be applied in
the conduct of the annual audit, as well as the results of that audit. Qur board has determined that each of the Audit
Committee members is independent, in accordance with the audit committee requirements of the American Stock
Exchange and the Securities and Exchange Commission. Our board has also determined that Messrs. Anderson and
Herlin are financial experts within the meaning of Item 401 (h) of Regulation $-K promulgated by the Securities and
Exchange Commission.

Item 11. Executive Compensation.
The following discussion of executive compensation contains descriptions of various employment-related
agreements and employee benefit plans, These descriptions are qualified in their entirety by reference to the full text

of the referenced agreements and plans, which have been included as exhibits to our periodic reports on Forms 10-
K, 10-Q and 8-K filed with the U.S. Securities and Exchange Commission.
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COMPENSATION DISCUSSION AND ANALYSIS
Introduction

The following discussion provides an overview of the Compensation Committee of our board of directors,
the background and objectives of our compensation programs for our executive management, and the material
elements of the compensation of each of the executive officers identified in the following table, whom we refer to as
our “named executive officers™:

Named Executive Officers Title

Jerry Winchester President and Chief Executive Officer (our principal executive officer)
Dewitt Edwards Executive Vice President

Gabriel Aldape Chief Financial Officer (our principal financial officer)

Don Cobb Executive Vice President {resigned September 2007)

Overview of the compensation committee

The Compensation Committee of our board of directors is comprised entirely of independent directors in
accordance with Section 121 of the American Stock Exchange rules governing listed companies. Our Compensation
Committee 1s composed of three members: E.J. DiPaolo, Robert S. Herlin and W. Richard Anderson.

The primary duties and responsibilities of our Compensation Committee are to establish and implement our
compensation policies and programs for our executive management and employees, including compensation
provided to the named executive officers. Our Compensation Committee has the authority to engage the services of
outside advisors, experts and others to assist it and has done so from time to time.

The Compensation Committee works with our Secretary of the board of directors to establish an agenda for
each meeting of the Compensation Committee. Qur chief executive officer, general counsel and other members of
our management and outside advisors may be invited to attend all or a portion of a Compensation Committee
meeting depending on the nature of the matters to be discussed. Only members of the Compensation Committee
vote on items before the committee; however, the Compensation Committee and board of directors often solicit the
views of the chief executive officer on compensation matters, including as they relate to the compensation of other
executives, including the other named executive officers.

Objectives of our compensation program

Our success depends on the continued contributions of our executive management and other key
employees. Our compensation program is intended to attract, motivate and retain experienced and qualified
personnel by providing compensation that is competitive in relation to our peers while recognizing overall business
results and individual merit, and which supports the attainment of our strategic objectives by tying the interests of
management and employees to those of our stockholders through the use of performance-based cash incentives and
equity-based compensation.

Design of our compensation program

Our compensation program for executive management, including the named executive officers, is designed
to:

* provide compensation that is competitive with our compensation peer group,

s balance short-term and long-term goals through the use of annual cash incentives and grants of long-
term equity incentives; and
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¢ deliver a mix of fixed and at-risk compensation that directly relates to increasing stockholder value and
our overall performance.

Each element of compensation is reviewed and considered with the other elements of compensation to
ensure that it is consistent with the goals and objectives of both that particular element of compensation and our
overall compensation program. In designing the compensation program and in determining senior management
compensation, including the compensation of the named executive officers, we also consider the foilowing:

» the competitive challenges affecting our ability to attract and retain strong management;
s  our operating and financial performance compared with targeted goals;
¢ ecach individual’s contributions to our overall results; and

s our size and performance relative to companies in our compensation peer group; and our available
Tesources.

In establishing compensation, we utilize compensation data (“Survey Data”) regarding the practices of
other compantes, including our compensation peer group. During 2006, we engaged Longnecker & Associates to
provide us with Survey Data regarding director compensation, which we utilized to establish director compensation
for 2006. We also utilized survey data prepared by Longnecker & Associates in connecticn with establishing
compensation for our chief executive officer in 2007. Longnecker & Associates provides no other services to us and
is otherwise independent. We utilize Survey Data to ensure that our compensation programs are competitive with
our compensation peer group. The Survey Data is a compilation of compensation and other data based upon the
compensation consultants’ review of our compensation peer group and other companies that participate in industry
surveys.

The Compensation Committee receives data on total compensation to named executive officers, which
incorporates all three components of base pay, short term incentive pay and long term stock-based compensation.
The Committee also compares total compensation of named executive officers and their relationship to other
members of management, taking into consideration responsibilities, expertise, qualifications, past petformance and
expectations. Named executive officer compensation is not based upon a multiple or range of specified employee
compensation. Total compensation to named executive officers is allocated across components of base pay, short
term incentive pay, and long term stock-based compensation. The intent of the Committee is to weight
compensation for executive management more towards annual incentive pay and long-term compensation in
comparison to other employees in order to better align executive pay with corporate goals and shareholder interests.

In developing our compensation structure, we review the compensation and benefit practices, as well as
levels of pay, of a compensation peer group of companies drawn from oil field service companies of a similar size,
While we periodically review, evaluate and update our compensation peer group, for the compensation structure
developed for 2007 the compensation peer group consisted of the following companies:

Allis-Chalmers Energy, Inc.
Basic Energy Services, Inc.
Ecology and Environment, Inc.
Guifmark Offshore, Inc.
Infinity, Inc.

Mark West Energy Partners, L.P.
OMNI Energy Services Corp.
Pioneer Drilling Company
RPC, Inc.

Superior Well Services, Inc.
SYNERGX Systems, Inc.

T-3 Energy Services, Inc.
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The Compensation Committee retained Longnecker and Associates to report on compensation of chief
executive officers in the peer companies in January 2007 in connection with the increase in compensation awarded
to Mr. Winchester in 2007.

We target total compensation for our management that falls at the 50th percentile of our compensation peer
group, allowing for the fact that we are one of the smallest companies in our peer group. We believe compensation
at this level is required for us to attract and retain talented management in a competitive environment.

2007 compensation program
Elements of compensation

The principal elements of our executive compensation program are base salary, annual performance-based
cash incentives, long-term equity incentives in the form of stock options and restricted stock grants and post-
termination severance (under certain circumstances), as well as other benefits and perquisites, consisting of life and
health insurance benefits, a qualified 401 (k) savings plan, and the reimbursement of automobile expenses for our
chief executive officer and chief financial officer.

Base salary

We review base salaries for our chief executive officer and other executives annually to determine if a
change is appropriate. In reviewing base salaries, we consider several factors, including a comparison to base
salaries paid for comparable positions in our compensation peer group as reflected in the Survey Data, the
relationship among base salaries paid to executive officers within our company and each executive’s individual
experience and contributions to our business, Qur intent is to fix base salaries at levels that we believe are consistent
with our objective of attracting, motivating and retaining individuals in a competitive environment.

Base salaries for our named executive officers in 2007 were as follows:

Name 2007 Base Salary

Jerry Winchester $335,000(1)

Dewitt Edwards $233,100

Gabriel Aldape ' $173,250

Don Cobb $210,00002)

) Mr. Winchester’s base salary for 2007 was increased effective January 1,
2007 to $335,000. See the discussion following this table for additional
information.

(2) Mr. Cobb resigned in September 2007,

Messrs. Winchester, Edwards and Aldape have each entered into employment agreements with us. Messrs.
Edwards and Aldape entered into their employment agreements in April 2006 and March 2006, respectively. Mr.
Winchester’s employment agreement was originally entered into on October 1, 2003 and on October 1, 2006 our
Compensation Committee elected to renew the agreement for an additional two year period. For more information
regarding the terms of these agreements, see “Employment contracts, termination of employment and change-in-
control arrangements” below.

During 2006, Mr. Winchester’s employment agreement provided for a base salary of $250,000 per year and
an automobile allowance of $18,000 per year. These amounts remained unchanged from October 1, 2003 until
March 1, 2007, when we approved an increase in Mr. Winchester's 2007 base salary to $335,000 per year and Mr.
Winchester agreed to forego his automobile allowance, resulting in a net base salary increase of $67,000 per year
(25%), all effective as of January 1, 2007. Our compensation committee approved this adjustment to Mr.
Winchester's base salary so as to maintain this component of his compensation at the median of cur compensation
peer group based upon the Survey Data and the analysis of our compensation consultant. Mr. Winchester’'s base
salary had not been adjusted since 1998.
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Messrs. Edwards, Aldape and Cobb each commenced employment with us during 2006, Mr, Edwards was
hired by us in April 2006 and had previously been engaged by us as a consultant to assist us with our then proposed
acquisition of HWC and related financing transactions. Mr, Edwards’ base salary was established through mutual
negotiations while taking into consideration the rates that we had been paying for his services as a consultant.
Messrs. Aldape and Cobb were hired by us in March 2006 in connection with our acquisition of HWC, The base
salaries for Messrs. Aldape and Cobb were also established through mutual negotiations while taking into
consideration the salary paid to them by HWC at the time of our acquisition, the increased demands on their time
associated with the integration of HWC with us and the increased responsibilities they would undertake as executive
officers of a publicly-held company.

Annual cash incentives

Annual cash incentive compensation is intended to focus and reward executives and other key employees
for meeting performance objectives tied to increasing stockholder value. To further this objective, we implemented
an annual performance-incentive plan, or APIP, in 2006 and annually thereafter. The annual performance-incentive
plan provides for cash incentive payments tied to consolidated earnings before interest, taxes, depreciation and
amortization {“EBITDA”™) targets established for each plan year, which are adjusted as necessary to account for the
effects of acquisitions or dispositions of businesses and unusual events.

We believe that EBITDA is a key indicator of our financial and operational success and 1s the principal
measure of performance utilized by investors in valuing our company and our competitors and in assessing the
effectiveness of our management. We establish specific EBITDA threshold, goal and stretch targets under the APIP
at the beginning of each fiscal year, as well as the award level, as a percentage of base salary, that may be earned by
certain employees including the named executives if performance exceeds the threshold, goal or stretch targets.
Performance must satisfy the threshold level before any incentive compensation is earned. EBITDA at or in excess
of the threshold amount, but less than the APIP goal amount, entitles the executive to a pro rata percentage of the
goal award. EBITDA at or in excess of the goal or stretch amount entitles the executive to compensation at the goal
award percentage or the stretch award percentage, as applicable. Amounts ¢arned, if any, are generally paid during
February or March of the following year, when our results for the prior year become available upon completion of
our annual audit.

EBITDA targets are set at levels that reflect our internal, confidential business plan at the time the awards
were established. The threshold target is 80% of our EBITDA goal as reflected in our business plan. The stretch
target is 120% of our EBITDA goal. The EBITDA goal and stretch target are intended to be challenging but
achievable. The award levels (as a percentage of base salary) for Messrs. Winchester, Edwards, Aldape and Cobb
were 60-120%, 50-100%, 50-100% and 50-100%, respectively for 2007. We believe that establishing specific
attainable goals for management that are consistent with our business plan and that offer the executive the
opportunity for meaningful additional cash compensation is the best method to incentivize management to achieve
and exceed our business objectives.

In addition to the APIP, the Compensation Committee may award cash bonuses either during or after the
fiscal year to reward individual performance or the achievement of other company goals. In 2007, the
Compensation Committee, awarded discretionary cash bonuses to the named executives totaling $100,000 for
initiating and implementing growth initiatives, such as start up of a rental equipment service line, geographic
expansion of the Company’s markets and completion of a public offering of the Company’s equity securities.

The annual cash incentives awarded to the named executive officers for fiscal years 2006 and 2007 are
included in the Summary Compensation Table below. The table reflects awards for 2006 performance that were paid
under the APIP during March 2007, and discretionary bonuses for 2007 performance that were paid during February
2008.

Long-term incentives
Long-term incentives comprise a significant portion of an executive’s compensation package. Long-term

incentives are intended to align the interests of our executives with our stockholders and retain the executives
through the term of the awards. Long-term incentives are also consistent with our objective of providing an “at-
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risk” component of compensation. In establishing long-term incentive awards we endeavor to remain consistent with
the Survey Data while taking into account each individual’s performance.

Our compensation committee utilizes both stock options and restricted stock to provide long-term
incentives, each of which is discussed in more detail below. For 2006, our compensation committee utilized stock
options to provide long term incentives to executives. For 2007, like many companies, our compensation committee
utilized predominately restricted stock awards to provide long-term incentives, particularly to executives, The
named executive officers received only restricted stock, not options, during 2007. In part, this was in response to the
compensation practices of peers as reflected in the Survey Data and in part it was the result of judgments about the
most effective method of utilizing the limited number of shares available for grants under our equity incentive plans,
as discussed below. Qur compensation committee approves the individual grants for each executive. Grants are
generally made at the time of employment and during March of each year in accordance with procedures established
by our compensation committee, which provide that awards are valued based upon the market price on the date of
grant. The amounts granted vary each year and are based on management’s perfermance, the Survey Data and
management’s total compensation package. Previous awards and grants, whether vested or unvested, may be
considered by our compensation committee in establishing the current year’s awards and grants but generally do not
limit the size of the award that may be received, as we do not wish to create any disincentive for an executive to
hold shares of our common stock.

Equity Incentive Plans

We may make awards to executives under our 2000 Long Term Incentive Plan (the “2000 Plan”) or our
2004 Long Term Incentive Plan (the “2004 Plan™). The 2000 Plan was approved by our stockholders on October 25,
2000, and the 2004 Plan was approved by our stockholders on April 8, 2004. On March 1, 2006, our stockholders
approved an amendment to our 2004 Plan in conjunction with our acquisition of HWC that increased the number of
shares available under it to 8,000,000, We refer to the 2000 Plan and the 2004 Plan collectively as the “Plans.”

Subject to certain adjustments that may be required from time to time to prevent dilution or enlargement of
the rights of participants under the Plans, as of December 31, 2007, approximately 1.0 million shares were available
for new grants under the Plans, and there were approximately 5.9 million shares subject to outstanding awards under
these and predecessor plans.

The Pians facilitate the issuance of future long-term incentive awards as part of our comprehensive
compensation structure and are administered by a committee of non-employee directors of our board of directors,
currently our Compensation Committee. The Plans permit the granting of awards in the form of options to purchase
our common stock, shares of restricted stock, as well as shares of phantom stock that are settled in cash and cash
bonuses. The grant of a cash bonus does not reduce the number of shares of commeon stock with respect to which
awards may be granted pursuant to the Plans.

Our Compensation Committee from time to time designates the employees and consultants who are granted
awards and the amount and type of such award. Qur Compensation Committee has full authority to administer the
Plans, including authority to interpret and construe any provision of Plans and the terms of any awards issued under
it and to adopt such rules and regulations for administering the Plans as the Compensation Committee may deem
necessary. Our Compensation Committee may accelerate the date on which any option granted becomes exercisable,
extend the date on which any option granted ceases to be exercisable, accelerate the vesting date or issue date of a
restricted stock grant, or waive any condition imposed under the Plans with respect to any share of resiricted stock
granted under the Plans, and accelerate the vesting date or waive any condition imposed under the Plan with respect
to any share of phantom stock granted under the Plan. No person is permitted to receive in any year stock options far
more than 1,000,000 shares. The 2004 Plan will expire and no awards may be made after March 25, 2014. The 2000
Plan will expire and no awards may be made after September 2, 2010. Awards outstanding under the Plans at the
time of termination of the Plans will remain outstanding until they expire under the terms of the agreement
governing the award, which is not longer than ten years from the date of grant.

The long-term incentive information related to the named executive officers during fiscal year 2006 and
2007 is included in the Summary Compensation Table. Additional information relating to long-term incentive
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awards is shown in the Grants of Plan Based Awards Table and the Outstanding Equity Awards at Fiscal Year-End
Table.

Stock Options

An important objective of the long-term incentive program is to strengthen the relationship between the
long-term value of our stock price and the potential financial gain for employees. Stock options provide executive
management and key employees with the opportunity to purchase our common stock at a price fixed on the grant
date regardless of future market price. A stock option becomes valuable only if our common stock price increases
above the option exercise price and the holder of the option remains employed during the period required for the
option to vest, thus providing an incentive for an option holder to remain employed by us. Stock options link a
portion of the option holder’s compensation to stockholders’ interests by providing an incentive to increase the
market price of our stock.

Option grants to senior management are generally considered annually, at the same time as grants are
considered for the general eligible employee population, in March, after our year-end results become publicly
available. Our practice is that the exercise price for each stock option is the market value on the date of grant, which
is normally the date that our Compensation Committee approves the award at a meeting of the Compensation
Committee. Generally, market value means the closing price for a share of common stock on the day of grant or, if
such date is not a trading day, the last trading day preceding the day of the grant, as reported by the American Stock
Exchange. With respect to employees who are not executive officers, the Compensation Committee may delegate its
authority to make such grants to our chief executive officer by specifying the total number of shares that may be
subject to grants and the circumstances under which grants may be made, All proposed stock options to new-hire
employees are required to be approved by our Compensation Committee or chief executive officer pursuant to
delegated authority. The grant date in this instance is the later date between the hire date and date of award.

The Plans provide that stock options may be either incentive stock options (“ISOs™) or nonqualified stock
options (“NSOs”). We refer to NSOs and ISOs collectively as “stock options.” The term of a stock option may not
exceed 10 years. Consultants are not entitled to receive ISOs. The exercise price of any NSO granted under the Plans
is not permitted to be less than 50% of the fair market value of a share of common stock on the date on which such
NSO is granted or the price required by law, if higher. The exercise price of any ISO may not be less than 100% of
the fair market value of a share of common stock on the date on which such ISO is granted. Although the Plans
permit otherwise, as a matter of practice we grant NSO’s only at the fair market value of a share of common stock
on the date of grant,

Stock options generally vest and become exercisable in annual increments after the original grant date. OQur
recent grants have included three year vesting periods. Different vesting periods may be utilized depending on the
magnitude of the grant, the terms of the exccutives’ employment agreement, if any, the Survey Data and our
compensation objectives. Under certain circumstances stock options may vest on an accelerated basts, such as in the
event that we engage in a transaction that effects a change in the control of our company. In this event, all stock
options held by the executive may automatically vest and become exercisable in accordance with the terms outlined
in the stock option award agreement.

The exercise prices of the stock options granted to the named executive officers during fiscal year 2006 and
2007 are shown in the Grants of Plan-Based Awards Table below. Additional information on these grants, including
the number of shares subject to each grant, also is shown in the Grants of Plan-Based Awards Table.

Restricted Stock Awards

Restricted stock awards are shares of our common stock that are awarded with the restriction that the
executive remain with us through certain “vesting” dates. Prior to the restrictions thereon lapsing, the executive may
not sell, transfer, pledge, assign or take any similar action with respect to the shares of restricted stock which he
owns. Once the restrictions lapse with respect to shares of restricted stock, the executive owning such shares will
hold freely-transferable shares, subject only to any restrictions on transfer contained in our certificate of
incorporation, bylaws and insider trading policies, as well as any applicable federal or state securities laws. Despite
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the restrictions, each executive will have full voting rights and will receive any dividends or other distributions, if
any, with respect to the shares of restricted stock which the executive owns.

Restricted stock awards to senior management are generally considered annually, in March, after our year-
end results become available, and at the same time as grants to the general eligible employee population are
considered.

Restricted stock awards provide the opportunity for capital accumulation and more predictable long-term
incentive value. The purpose of granting restricted stock awards is to encourage ownership, encourage retention of
our executive management and to provide an incentive for business decisions that increase value to our shareholders.
Recognizing that our business is subject to significant cyclical fluctuations that may cause the market value of our
common stock to fluctuate, we also intended the awards to provide an incentive for executive management to remain
with us throughout business cycles.

Restricted stock awards generally vest one-fourth annually after the original award date. As a consequence,
the recipients do not become unconditionally entitled to retain any of the shares of restricted stock until one year
following the date of grant, subject to certain exceptions related to acceleration of vesting in the event we engage in
a change-in-control transaction. Under this circumstance all restricted stock awards held by the executive may
automatically vest in accordance with the terms of the restricted stock award agreement. Any unvested restricted
stock awards generally are forfeited if the executive terminates employment with us.

Change in Control Provisions

Upon the occurrence of a change in control, all options under the Plans vest and the restrictions on all
shares of restricted stock outstanding on the date on which the change in control occurs automatically terminate.
This provision is intended to ensure that executives are not unduly influenced by a potential loss of unvested awards
during evaluation and negotiation of a potential strategic transaction.

For purposes of the Plans, the term “change in control” means that term as it is defined in the federal
securities laws; or the occurrence of any of the following events:

s any person becomes, after the effective date of the Plans the “beneficial owner” (as defined in Rule
13d-3 promulgated under the Securities Exchange Act of 1934), directly or indirectly, of 50.1% or
more of the combined voting power of our then outstanding securities; provided, that the acquisition of
additional voting securities, after the effective date of the Plans, by any person who is, as of the
effective date of the Plans, the beneficial owner, directly or indirectly, of 50.1% or more of the
combined voting power of our then outstanding securities, will not constitute a ““change in contro!” for
purposes of the Plans;

e a majority of individuals who are nominated by our board of directors for election to the board of
directors on any date, fail to be elected to our board of directors as a direct or indirect result of any
proxy fight or contested election for positions on the board of directors; or

o the sale, lease, transfer or other disposition of all or substantialiy all of our assets (other than to one of
our wholly owned subsidiaries).

The acquisition of our common stock by Oil States Energy Services, Inc., and its affiliates in connection
with our acquisition of HWC in March 2006 did not constitute a change in control and therefore did not trigger
vesting of awards outstanding at that time.

Retirement benefits

We do not maintain a defined benefit pension plan or retiree medical program that covers our executive
officers. Retirement benefits to our executive officers are currently provided through a tax-qualified profit sharing
and 401(k) plan (our “Savings Plan™), in which all eligible salaried employees may participate. Pursuant to the
Savings Plan, employees may elect to reduce their current annual compensation up to the lesser of 15% or the
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statutorily prescribed limit of $15,500 in calendar year 2007 ($15,500 in 2008), plus up to an additional $5,000 in
the form of “catch-up” contributions for participants near retirement age, and have the amount of any reduction
contributed to the Savings Plan. Our Savings Plan is intended to qualify under sections 401(a) and 401{k) of the
Internal Revenue Code, so that contributions by us or our employees to the Savings Plan and income earned on
contributions are not taxable to employees until withdrawn from the Savings Plan and so that contributions will be
deductible by us when made. We match 50% of the initial 6% contributed by an employee to the Savings Plan,
subject to a 15% maximum based on the employee’s compensation as defined in the Savings Plan. Executives
participate in the Savings Plan on the same basis as other employees.

The Savings Plan provides for 14 different investment options, for which the participant has sole discretion
in determining how both the employer and employee contributions are invested. The independent trustee of the
Savings Plan then invests the assets of the Savings Plan as directed by participants. The Savings Plan does not
provide our employees the option to invest directly in our securities. The Savings Plan offers in-service withdrawals
in the form of after-tax account distributions and age 59.3 distributions.

We believe that the Savings Plan supports the objectives of our compensation structure, including the
ability to attract and retain senior and experienced mid- to late-career executives for critical positions within our
organization.

Perquisites

During 2006 and 2007, our chief financial officer received an automobile allowance for the use of his
personal vehicle while on company business. Our use of perquisites as an element of compensation is limited and is
largely based on historical practices and, in the case of our chief financial officer, because we require that he
commute on a regular basis from his home in Louisiana to our corporate headquarters in Houston, Texas. Our chief
executive officer received an automobile allowance for use of his personal vehicle while on company business in
2006 and two months in 2007 when he agreed to terminate his automobile allowance. We do not view perquisites as
a significant element of our compensation structure but do believe that they can be used in conjunction with
executive compensation packages to motivate and retain qualified individuals in a competitive environment. The
compensation committee annually reviews the perquisites provided to determine if they are appropriate and if any
adjustments are warranted.

Employment contracts, termination of employment and change-in-control arrangements

On October 1, 2003, we entered into an employment agreement with Jerry Winchester, which was renewed
October 1, 2006. Effective March 1, 2006, we entered into an employment agreement with Gabriel Aldape, and on
April 1, 2006, we entered into an employment agreement with Dewitt Edwards, The employment agreement with
Mr. Aldape was negotiated in conjunction with our acquisition of HWC on March 3, 2006, Under certain
circumstances, and particularly during periods when we are engaged in transactions that may significantly alter the
nature and composition of our business, board of directors and stock ownership, we believe that employment
agreements and change of control arrangements may be useful in allowing an executive to continue to focus his
attention on our business objectives without undue regard for the consequences the attainment of those objectives
may have on his individual compensation or role with our company.

Term of Employment Agreements

The initial term of Mr. Winchester's employment agreement was three years, with automatic extensions of
two years unless either party provides written notice six months prior to expiration of the initial term or any
extension. Mr. Winchester’s employment was automatically extended for an additional two years on October 1,
2006. Mr. Edwards’s employment agreement provides for an initial term of two years, with automatic extensions of
two years unless either party provides written notice three months prior to expiration of the initial term or any
extension. Mr, Aldape’s employment agreement provides for an initial term of one year, with automatic extensions
of one year unless either party provides written notice three months prior to expiration of the initial term or any
extension.
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Compensation and Benefits

The salary payable to each of the named executives is the amount set forth under the heading “2007 Base
Salary” in the table above. The salary of each executive is subject to periodic review and may be increased from
time to time by our compensation committee. Each executive is eligible to receive grants of stock options, restricted
stock or other equity awards as determined in the discretion of our compensation committee from time to time. Each
executive is entitled to participate in the APIP, to the extent that our compensation committee approves an APIP,
subject to the targets established by our compensation committee and the award percentage established for each
executive. Each of the executives is also entitled to reimbursement for reasonable business expenses and to
participate in our medical, life, and disability insurance programs, and all other employee benefit plans which we
may, from time to time, make available. Mr. Winchester's agreement requires that we pay premiums on life
insurance coverage with a benefit of not less than $1,500,000.

In conjunction with the initial execution of his employment agreement on October 1, 2003, Mr. Winchester
received an option to purchase 500,000 shares of our common stock at an exercise price of $1.20 per share which
vested immediately upon award on October 1, 2003. At that time Mr. Winchester also received a grant of 300,000
shares of restricted common stock, 60,000 shares of which were issued to him upon his execution of the agreement
and the remainder of which were issued to him in four equal annual installments on each succeeding anniversary of
the agreement. These grants were made under the 2000 and 2004 Plans. Mr, Winchester was not awarded any equity
compensation during 2006, On March 1, 2007, our compensation committee approved an award to Mr. Winchester
of 145,632 shares of restricted common stock under the 2004 Plan, the amount of shares approximately equal to
$300,000 of value as of the date of the award. The restricted stock will vest in four equal installments on each one-
year anniversary of the date of grant, provided that Mr. Winchester has been continuously employed by us through
each such anniversary date.

In conjunction with Mr. Edwards’s execution of his employment agreement on April 1, 2006, Mr. Edwards
received an option to purchase 120,000 shares of our common stock at an exercise price of $1.71 per share, vesting
in three equal annual installments. Mr, Edwards also holds an optien to purchase 300,000 shares of common stock at
$1.13 per share, which he received in October 2005 as a consequence of the services he performed on our behalf as a
consultant. This option vests as to 50% on the first anniversary of the grant date and as to 25% on each of the two
succeeding anniversaries of the grant date. These grants were made under the 2004 Plan.

In conjunction with Mr. Aldape’s execution of his employment agreement, on March 2, 2006, Mr. Aldape
received an option to purchase 150,000 shares of our common stock at an exercise price of $1.43 per share, vesting
in three equal annual instaliments. This grant was made under the 2004 Plan.

Termination Provisions and Severance Payments

We may terminate each executive’s employment upon his death or disability, or for cause or without cause.
Cause is defined to mean generally that the executive has engaged in gross negligence or willful misconduct in the
performance of his duties; has refused to perform his duties; has materially breached his employment agreement;
commits or is arrested or charged with any felony or crime involving moral turpitude which would impair his ability
to perform his duties or impair our business reputation; or misappropriates any of our funds or property. Each
executive may terminate his employment based on uncured material breaches of the material provisions of his
employment agreement by us, a substantial and material reduction in the scope of his office, duties or
responsibilities, or the assignment to him of duties or responsibilities that are materially inconsistent with his office.

Additionally, Messrs. Winchester and Aldape may each terminate employment within twelve months
following a change in control of our company, which is defined to include a merger, consolidation or reorganization
in which we are not the surviving entity (other than a transaction involving our wholly-owned subsidiaries); any
sale, lease, exchange or other transfer of all or substantially all of our assets; our dissolution or liquidation; or the
acquisition of 30% or more of our voting securities by any person or group (as contemplated in Section 13(d)(3) of
the Securities Exchange Act of 1934) or a contested election in which persons who were directors prior to such
election cease to constitute a majority of our board of directors.
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If the employment of any of the executives is terminated by us for cause, such executive is not entitled to
any further pay or benefits from us.

If the employment of any executive is terminated by us without cause or if we fail to renew such
employment agreement at the expiration of the initial term or any renewal term, or if such executive terminates his
employment with good reason or following a change of control, such executive will be entitled to a lump sum
payment equal to the initial term of his agreement (i.e., two years for Mr. Winchester, one year for Mr. Edwards and
one year for Mr. Aldape) multiplied by his then current base salary; a payment equal to any bonus which he would
have been eligible to receive in the year in which termination occurs, and the continuation of his participation in our
health insurance plans, at cur expense, for a time period per his agreement {i.e. twelve months for Mr. Winchester
and Mr. Edwards and six months for Mr. Aldape) or (if earlier) the date on which he secures coverage under another
plan providing comparable coverage. In addition, Mr. Winchester and Mr. Aldape each is entitled to receive a
payment equal to six months of the automobile allowance provided under his employment agreement.

Had each of these executives terminated employment as set forth above as of December 31, 2007, they
would have received payments totaling $670,000, $233,100 and $173,250, respectively. In the event that we were to
have terminated these executives without cause on such date, each would have also been entitled to receive the full
amount of his payment under the APIP plan for 2007.

Each employment agreement provides that for a period of one year after termination the executive will not,
directly or indirectly, solicit or induce our employees, customers, or suppliers to terminate their relationships with
us. Further, each executive agrees not to directly or indirectly employ any person who was employed by us during
the two years preceding the date of termination and who possesses or is reasonably likely to possess confidential
information belonging to us.

In our view, having the change of control and severance protections helps to maintain the named executive
officer’s objectivity in decision-making and provides another vehicle to align the interests of our named executive
officer with the interests of our stockholders.

Indemnification Agreements

We have entered into an indemnification agreement with each of our directors and senior executives,
including the named executive officers. These agreements provide for us to, among other things, indemnify such
persons against certain liabilities that may arise by reason of their status or service as directors or officers, to
advance their expenses incurred as a result of a proceeding as to which they may be indemnified and to cover such
person under any directors’ and officers’ liability insurance policy we choose, in our discretion, to maintain. These
indemnification agreements are intended to provide indemmnification rights to the fullest extent permitted under
applicable indemnification rights statutes in the State of Delaware and are in addition to any other rights such person
may have under our Certificate of Incorporation, Bylaws and applicable law. We believe these indemnification
agreements enhance our ability to attract and retain knowledgeable and experienced executives and independent,
non-management directors.

Tax deductibility

Section 162(m) of the Internal Revenue Code limits the deductibility of compensation in excess of §1
million paid to our chief executive officer and our four other highest-paid executive officers unless certain specific
and detailed criteria are satisfied. We believe that it is often desirable and in our best interests to deduct
compensation payable to our executive officers. However, we also believe that there are circumstances where our
interests are best served by maintaining flexibility in the way compensation is provided, even if it might result in the
non-deductibility of certain compensation under the Code. In this regard, we consider the anticipated tax treatment
to our company and our executive officers in the review and establishment of compensation programs and
payments; however, we may from time to time pay compensation to our executives that may not be deductible,
including discretionary bonuses or other types of compensation outside of our plans. Our goal is for compensation
paid to our executive officers to be fully deductible under the code.
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Although equity awards may be deductible for tax purposes by us, the accounting rules pursuant to FAS
123(R) require that the portion of the tax benefit in excess of the financial compensation cost be recorded to paid-in-
capital.

COMPENSATION COMMITTEE REPORT
The compensation committee of the Company has reviewed and discussed the Compensation Discussion

and Analysis required by Item 402(b) of Regulation S-K with management and, based on such review and
discussions, the Compensation Committee recommended to the Board that the Compensation Discussion and
Analysis be included in this Proxy Statement.

Respectfully submitted,

THE COMPENSATION COMMITTEE

W. Richard Anderson

E. I. DiPaoclo
Robert 8. Herlin, Chairman

Compensation Committee Interlocks and Insider Participation
In the period covered by this report, none of our executive officers served as a board member or member of

a compensation committee or similar body for another company that had an executive officer serving as a member
of our board of directors or compensation committee,
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Summary Compensation Table

The Summary Compensation Table below sets forth certain summary information concerning the compensation
earned by our named executive officers during the year ended December 31, 2007 and 2006.

Name and Year | Salary($) | Bonus | Stock | Option Non-Equity Change in All Other Total
Principal Position (1%3) | Awards | Awards | Incentive Plan | Pension Value | Compensation | (%)($)
2% (2X%) | Compensation and (%)
Earnings Nonqualified
{3X%) Deferred
Compensation
Earnings (8)
Jerry Winchester
President and 2007 | 335,000 | 49,731 | 300,000 0 0 4,690 689,421
Chief Executive 2006 | 250,000 0 0 0 275,000 25,135 550,135
Officer
[E):;"cﬁifg"“’,ﬁs 2007 | 233,100 | 28837 | 45777 | 76476 0 5,492 392,682
. 2006 | 216,250 0 0 171,323 222,000 6,668 616,241
President
GabrieLAldape | 2007 | 173250 | 21,433 | 45,777 | 30317 0 29083 | 299,860
Officer 2006 | 137,769(5) 0 0 126,127 165,000 16,977 445,873
Don Cobb
Executive Vice 2007 | 158,692 0 45,777 | 73,768 0 16,231(7) 294,468
President (6) 2006 | 151,439(5) 0 0 252,253 180,000 21,245(7) 604,937
(1) For a discussion of the bonus compensation awarded to the named executive officers see “Compensation Discussion
and Analysis — Annual Cash Incentives”.
(2) Please see the discussion of the assumptions made in the valuation of these awards in the financial statements and
footnotes to the financial statements. We adopted the fair value recognition provisions of SFAS No. 123(R) effective
January 1, 2006. Under the SFAS No. 123(R), we recorded compensation expense in our Audited Consolidated
Financial Statements for the year ended December 31, 2007 with respect to the awards included in this table, See
“Note B Summary of Significant Accounting Policies" in the financial statements for further discussion of the
accounting treatment for these options.
(3} These amounts represent cash payments under the annual incentive performance plan (APIP).
(4) Includes car allowances, life insurance premiums, moving expense and matching contributions to 401(k)plans.
(5) Mr. Aldape and Mr, Cobb joined the company on March 3, 2006, and the salary amounts represent pro rata service.
(6) Mr. Cobb resigned in September 2007.
(7) Includes $9,608 and $9,798 in Algerian payroll taxes in 2007 and 2006, respectively.
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Grants of Plan Based Awards

The table below sets forth information regarding grants of plan-based awards made to our named executive officers during 2007.

All Other Grant Date
Option Fair Value of
Awards: Stock and
All Other Number of Option Awards
Stock Securities (1xs$)
Awards: Underlying
Estimated Future Payouts Under Number of Options
Equity Incentive Plan Awards Shares of {#) Exercise or
Marxi- Stock or Base Price of
Grant Threshold Target mum Units Option Awards
Name Date ) # (#) (#) (3/Sh)
Jerry Winchester (2) 3/01/07 145,632 300,000
Dewitt Edwards (3) 5/03/07 22,222 45,777
Gabrel Aldape (4) 5/03/07 22222 45,777
Don Cobb  (5) 5/03/07 22,222 45,777

(1) We adopted the fair value recognition provisions of SFAS No. 123(R) effective January 1, 2006. Accordingly, the grant date fair value for awards made in
2007 are calculated in accordance with SFAS 123(R).

(2) Effective March 1, 2007 Mr. Winchester received an award of 145,632 restricted shares, pursuant to the 2004 Long Term Incentive Plan, vesting over four
years, 25% on each grant anniversary date in each of 2008, 2009, 2010 and 2011.

{3) Effective May 3, 2007 Mr. Edwards received an award of 22,222 restricted shares, pursuant to the 2004 Long Term Incentive Plan, vesting over four years,
25% on each grant anniversary date in each of 2008, 2009, 2010 and 2011.

(4) Effective May 3, 2007 Mr. Aldape received an award of 22,222 restricted shares, pursuant to the 2004 Long Term Incentive Plan, vesting over four years,
25% on each grant anniversary date in each of 2008, 2009, 2010 and 2011.

(5) Effective May 3, 2007 Mr. Cobb received an award of 22,222 restricted shares, pursuant to the 2004 Long Term Incentive Plan, vesting over four years, 25%
on each grant anniversary date in each of 2008, 2009, 2010 and 2011. This award was forfeited as a consequence of his resignation in September 2007,
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Outstanding Equity Awards at Fiscal Year-End

The following table summarizes the number of securities underlying outstanding plan awards for each named executive
officer as of December 31, 2007.

Option Awards Stock Awards
Equity
Incentive
Equity Plan
Incentive Awards:
Plan Market or
Equity Awards: Payout
Incentive Plan Number of Value of
Awards: Market Unearned Unearned
Number of Number of Number of Number of Value of Shares, Shares,
Securities Securities Securities Shares of Shares or Units or Units or
Underlying Underlying Underlying Units of Units of Other Other
Unexercised Unexereised Unexercised Option Stock That | Stock That | Rights That Rights That
Options Options Unearned Exercise Option Have Not Have Not Have Not Have Not
;) (#) Options Price Expiration Vested Vested Vested Vested
Name Exercisable [ Unexercisable (#) ($) Date (#) ()] (# ()]
Jerry Winchester 500,000 1.20 10/01/13 145,632(1) | 237,380(2)
37,500 3.00 02/15/10
Dewitt Edwards 225,000 75,000(3) 1.13 10/12/11 22.222(4) 36,222(2)
40,000 80,000(5) 1.71 5/22/12
Gabriel Aldape 100,000 50,000(6) 1.43 3/03/12 22,222(7) 36,222(2)
Don Cobb — —_ — —

(1) Effective March 1, 2007 Mr. Winchester received a restricted stock award of 145,632 shares of common stock, pursuant to the

" 2004 Long Term Incentive Plan, of which 25% vest on each grant anniversary date in each of 2008, 2009, 2010 and 2011.
Market value calculation is the number of shares times the closing market value on the last trading day of 2007, which was §1.63.
Will vest as to 75,000 shares on October 12, 2008,
Effective May 3, 2007 Mr. Edwards received an award of 22,222 restricted shares, pursuant to the 2004 Long Term Incentive

2)
(3)
4)

Plan, vesting over four years, 25% on each grant anniversary date in each of 2008, 2009, 2010 and 2011,

(5)
(6)
N

Will vest as to 40,000 shares on May 22, 2008 and as to 40,000 shares on May 22, 2009.
Will vest as to 50,000 shares on March 2, 2008.
Effective May 3, 2007 Mr. Aldape received an award of 22,222 restricted shares, pursuant to the 2004 Long Term Incentive Plan,

vesting over four years, 25% on each grant anniversary date in each of 2008, 2009, 2010 and 2011,

Option exercises and stock vested

There were no options exercised by our named executive officers in 2607.

Stock Awards
Number of Shares Value Realized
Acqguired on Vesting on Vesting
Name (#) (1)(8)
Jerry Winchester 60,000 83,400
Dewitt Edwards - —
Gabriel Aldape — —
Don Cobb _ o

(1) Value realized calculation is the number of shares times the closing market value on the date of vesting.
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Equity Compensation Plan Information

The following table sets forth certain information as of December 31, 2007 with respect to compensation plans (including
individual compensation arrangements) under which our equity securities are authorized for issuance.

Number of
Securities
Remuaining
Available for
Number of Future Issuance
Securities to be Weighted- Under Equity
Issued Upon Average Exercise Compensation
Exercise of Price of Plans {Excluding
QOutstanding Outstanding Securities
Options, Warrants Options, Warrants Reftected in
Plan Category and Rights(a) and Rights(b) Column(a))(c)
: f - oy
Equity compensation plans approved by security holders 6,285,000 $1.13 1,701,151
Equity compensation plans not approved by security holders
Total 6,285,000 $1.13 1,701,151

(1) Represents shares under the Boots & Coots 2004 Long Term Incentive Plan, 2006 Non-Employee Director Stock incentive Plan, 2000 Long
Term Incentive Plan and Outside Directors Option Plan.

DIRECTOR COMPENSATION
2007 Director Compensation

The table below sets forth certain information concerning the compensation earned in 2007 by our non-employee directors
who served in 2007.

Fees Non-Equity
Earned or Incentive
Paid in Stock Option Plan All Other
Name Cash Awards Awards Compensation Compensation Total
Douglas Swanson(1) ... $46,925 $8,57 — — —_ $55,496
Cindy Taylor(2) ..... — — — — — —
Robert Croyle..... $48,500 $30,000 — — — $78,500
K. Kirk Krist........... $48,000 £30,000 -— — — $78,000
Richard Anderson.. $63,000 $30,000 — —_ — $93,000
Robert Hetlin.....ooooveveeeeeeeee e $58,000 $30,000 —_ — — 388,000
E.J. DiPaolo....ceeceeeeseesaeeecenees $52,000 $30,000 -—_ — — $82,000

(1) Mr. Swanson declined to receive payment for services on the board untit May 1, 2007. He elected
to begin receiving compensation for his board services commencing May 1, 2007 after his
retirement from Qil States.

{2) Mrs. Taylor declined to receive payment for service on the board during 2007 and resigned
from the board on December 3, 2007.

COMPENSATION OF DIRECTORS

On May 31, 2006, the Board of Directors approved a compensation plan for outside directors that compensates each non-
employee director with an annual retainer of $20,000, plus $30,000 of our common stock awarded annually under the Non-Employee
Director stock incentive plan, $5,000 for each board meeting attended and $1,000 for each special board meeting and committee
meeting attended. In addition, the Chairman of the Board receives an additional $25,000 annual fee, the Chairman of the Audit
Commiittee will receive an additional $10,000 annual fee, and the Chairman of the Compensation Committee and the Chairman of the
Nominating & Corporate Governance Committee will each receive an additional $5,000 annual fee. Mr Swanson ¢lected not to
receive compensation for his board service prior to May 1, 2007. He elected to begin receiving compensation for his board service
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commencing May 1, 2007 after his retirement from Qil States. Mrs, Taylor elected not to receive compensation for her board service
for 2007.

Non-Employee Director Stock Incentive Plan. In 2006, our board of directors adopted and our shareholders approved the
amended Non-Employee Director Stock Incentive Plan (the "Directors’ Plan”). The purpose of the Directors' Plan is to encourage the
continued service of outside directors and to provide them with additional incentive to assist us in achieving our growth objectives.
Shares of restricted stock are granted on an annual basis and vest in full on the first anniversary of issuance, As indicated above, our
current compensation plans for non-employee directors utilizes annual restricted stock awards. Through December 31, 2007, there
were 21,126 shares of restricted stock outstanding under the Directors Plan.

The Directors’ Plan also permits us to issue stock options. Options issued under the Director’s Plan may be exercised over a
five-year period with the initial right to exercise starting one year from the date of the grant, provided the director has not resigned or
been removed for cause by the board of directors prior to such date. After one year from the date of the grant, options outstanding
under the Directors' Plan may be exercised regardless of whether the individual continues to serve as a director. Options granted under
the Directors' Plan are not transferable except by will or by operation of law. Through December 31, 2007, there were 311,250 shares
underlying options outstanding under the plan and 739,472 shares remaining available for issuance under the plan.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

The following table sets forth, as of March 12, 2008 information regarding the ownership of our common stock owned by (i)
each person (or "group” within the meaning of Section 13(d)(3) of the Security Exchange Act of 1934) known by us to own
beneficially more than 5% of common stock; (ii) each or our directors, (iii) each of our named executive officers and (iv) all of our
executive officers and directors of the Company as a group.

Amount and Nature of

Name and Address of Beneficial Qwnership
Beneficial Owner (1) Percent of Class

Qil States Energy Services, Inc.
333 Clay Street, Suite 4620

Houston, Texas 77002 11,512,137 (2) 15.2%
Officers and Directors:

Douglas E. Swanson 21,126 (3) *
Jerry L. Winchester 083,132 (4) 1.3%
W. Richard Anderson 176,912 (5) *
E. J. DiPaolo 134,109 (6) *
Robert S. Herlin 134,109 (6) *
K. Kirk Krist 67,859 (7) *
Robert G. Croyle 18,216 *
Gabriel Aldape 172,222 (8) *
Dewitt H. Edwards 287,222 (9) *
All executive officers and directors as a group (nine people) 1,994,907 (10) 2.6%

* less than 1%

(1) Unless otherwise noted, the business address for purposes hereof for each person listed is 7908 N. Sam Houston Parkway W., 5 Floor,
Houston, Texas 77064. Beneficial owners have sole voting and investment power with respect to the shares unless otherwise noted.

(2) 0Oil States Energy Services Inc. is a wholly owned subsidiary of Qil States International, Inc., which may be deemed to have shared voting
and investment power over such shares.

(3) Consists of restricted stock.

(4) Includes options to purchase 537,500 shares of common stock exercisable within 60 days and 109,224 shares of restricted stock.

(5} Includes options to purchase 141,250 shares of common stock exercisable within 60 days

(6) Includes options to purchase 103,750 shares of common stock exercisable within 60 days

(7) Includes options to purchase 37,500 shares of common stock exercisable within 60 days

(8) Consists of options to purchase 150,000 shares of common stock exercisable within 60 days and 22,222 shares of restricted stock..

(9) Consists of options to purchase 265,000 shares of common stock exercisable within 60 days and 22,222 shares of restricted stock.

(10) Includes options to purchase 1,338,750 shares of common stock exercisable within 60 days and 174,794 shares of restricted common stock.
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities and Exchange Act of 1934 requires our officers and directors to file reports of ownership
and changes in ownership of our common stock with the U.S. Securities and Exchange Commission and the American Stock
Exchange. Based upon a review of the Forms 3, 4, and 5 presented to us, we believe that all reports were filed on a timely basis
except as follows:

Mr. Krist was late filing a Form 4 after exercising options to purchase 253,750 shares of the Company’s commeon stock on
March 22, 2007, and the sale of the same shares on the same date.,

Item 13. Certain Relationships and Related Transactions, and Director Independence.
In connection with our acquisition of the hydraulic well control business of Qil States International, Inc. in March 2006, we
issued a $21.2 million unsecured subordinated promissory note to Oil States Energy Services, Inc., a subsidiary of Oil States

International, Inc. The note bears interest at a rate of 10% per annum, and requires a one-time principal payment on September 9,
2010. During 2007, we paid interest due on the note in the amount of approximately $2,117,000.

Item 14. Principal Accounting Fees and Services.

During 2007 and 2006, we incurred the following fees for services performed by UHY LLP (“UHY”):

Fee Type 2007 2006
Audit Fees $ 958,000 | $ 351,000
Audit Related fees — 32,000
Tax Fees — —
Other Fees —_ 149,000
Total Fees $ 958,000 | $ 532,000

AUDIT FEES

Audit fees represent the aggregate fees for professional services rendered by UHY for the audit of our annual financial
statements for the fiscal years ended December 31, 2007 and December 31, 2006, and the reviews of our financial statements included
in our Forms 10-Q for all quarters of fiscal 2007 and 2006.

Audit Related Fees - Audit-related fees include professional services rendered by UHY for audits of our employee benefit plans.

Tax Fees - We use an independent consultant other than UHY to perform all tax related consulting work.

All Other Fees - Other fees paid to UHY during 2006 were related to the acquisition of HWC, including the acquisition audit of HWC
for the year ended December 31, 2005 that was performed in 2006.

Pre-Approval Policies and Procedures - The Audit Committee has established written pre-approval policies that require the approval
by the Audit Committee of all services provided by UHY as the principal independent accountants and all audit services provided by
other independent accountants. All of the services described above provided by UHY to us were approved in accordance with the -
policy.

Work Performed by Principal Accountant’s Full Time, Permanent Employees - The firm of UHY LLP ("UHY™") acts as our principal
independent registered public accounting firm. Through December 31, 2007, UHY had a continuing relationship with UHY Advisors,
Inc. (“Advisors™) from which it leased auditing staff who were full time, permanent employees of Advisors and through which UHY’s
partners provide non-audit services, UHY has no full time employees and therefore, none of the audit services performed were

51




provided by permanent full-time employees of UHY. UHY manages and supervises the audit services and audit staff, and is
exclusively responsible for the opinion rendered in connection with its examination.

The Selection of Auditors - The Board of Directors appeinted UHY as principal independent accountants to audit the financial
statements of us for the years ending December 31, 2007, 2006, and 2005. The appointment was made upon the recommendation of
the Audit Committee. UHY has advised that neither the firm nor any member of the firm has any direct financial interest or any
material indirect interest in us. Also, during at least the past three years, neither the firm nor any member of the firm has had any
connection with us in the capacity of promoter, underwriter, voting trustee, Director, officer or employee.

PART 1V

Item 15. Exhibits, Financial Statement Schedules.

(a) 1. Consolidated financial statements for the three years in the period ended December 31, 2007, included after signature
page.

2. Financial statement schedules included in consolidated financial statements.

3. Exhibit Index

(a) Exhibits
Exhibit No. Document
3.01 — Amended and Restated Certificate of Incorporation (Incorporated herein by
reference to exhibit 3.2 of Form 8-K filed August 13, 1997.)
3.02 — Amendment to Certificate of Incorporation (Incorporated herein by
reference to exhibit 3.3 of Form 8-K filed August 13, 1997.)
3.02(a) — Amendment to Certificate of Incorporation (Incorporated herein by
reference to exhibit 3.02(a) of Form 10-Q filed November 14, 2001.)
3.03 — Amended Bylaws ( Incorporated herein by
reference to exhibit 3.4 of Form 8-K filed August 13, 1997))
3.03 — Amendment to Certificate of Incorporation ( Incorporated herein by
reference to exhibit 3.1 of Form 8-K filed March 3, 2006.)
4.01 — Specimen Certificate for the Registrant’s Common Stock (Incorporated herein by
reference to exhibit 3.4 of Form 8-K filed August 13, 1997.)
4.02 — Certificate of Designation of 10% Junior Redeemable Convertible Preferred
Stock (Incorporated herein by reference to exhibit 4,08 of Form 10-QSB
filed May 19, 1998.)
4.03 — Certificate of Designation of Series A Curnulative Senior Preferred Stock
(Incorporated herein by reference to exhibit 4.07 of Form 10-K filed July 17, 2000.)
4.04 — Certificate of Designation of Series B Convertible Preferred Stock (Incorporated
herein by reference to exhibit 4.08 of Form 10-K filed July 17, 2000.)
4.05 — Certificate of Designation of Series C Cumulative Convertible Junior
Preferred Stock (Incorporated herein by reference to exhibit 4.09 of Form 10-K
filed July 17, 2000.)
4.06 — Certificate of Designation of Series D Cumulative Junior Preferred Stock (Incorporated
herein by reference to exhibit 4.10 of Form 10-K filed July 17, 2000. )
4.07 — Certificate of Designation of Series E Cumulative Senior Preferred Stock
{Incorporated herein by reference to exhibit 4.07 of Form 10-K filed April 2, 2001.)
4.08 — Certificate of Designation of Series F Convertible Senior Preferred Stock (Incorporated
herein by reference to exhibit 4.08 of Form 10-K filed April 2, 2001.)
4.09 — Certificate of Designation of Series G Cumulative Convertible Preferred Stock
(Incorporated herein by reference to exhibit 4.09 of Form 10-K filed April 2, 2001.)
4.10 — Certificate of Designation of Series H Cumulative Convertible Preferred Stock
{Incorporated herein by reference to exhibit 4.10 of Form 10-K filed April 2, 2001.)
4.11 — Registration Rights Agreement dated March 3, 2006 between Boots & Coots International
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Well Control, Inc. and HWC Energy Services, Inc. (Incorporated herein by reference to
exhibit 4.1 to the Current Report on Form 8-K filed March 9, 2006.)

10.01 — 1997 Incentive Stock Plan (Incorporated herein by reference to exhibit 10.33 of
Form 10-Q filed August 16, 1999.)

10.02 — Qutside Directors’ Option Plan (Incorporated herein by reference to exhibit 10.4
of Form 8-K filed August 13, 1997.)

10.03 — Halliburton Center Sublease (Incorporated herein by reference to exhibit 10.17 of
Form 10-KSB filed March 31, 1998.)

10.04 — Executive Employment Agreement of Jerry Winchester (Incorporated herein by
reference to exhibit 10.13 of Form 10-K filed March 30, 2004.)

10.05 — Form of Warrant issued to Specialty Finance Fund I, LLC and to Turner, Voelker,

Moore (Incorporated herein by reference to exhibit 10.47 of Form 10-Q
filed November 14, 2000.)

10.06 — 2000 Long Term Incentive Plan (Incorporated herein by reference to exhibit 4.1 of
Form 8-K filed April 30, 2001.)

10.07 — 2004 Long Term Incentive Plan (Incorporated herein by reference to exhibit 4.1
of Form S-8 filed September 28, 2004.)

10.08 — 2004 Long Term Incentive Plan (Incorporated herein by reference to exhibit 4.1
of Form S-8 filed September 28, 2004.)

10.09 — Credit and Security Agreement dated March 3, 2006 by and between Boots & Coots

International Well Control, Inc. and Wells Fargo Bank, National Association. (Incorporated
by reference to exhibit 10.10 of Form 8-K filed March 9, 2006.)
10.10 — Transaction Agreement by and among Boots & Coots International Well
Control, Inc., HWC Acquisition, LLC, HWC Merger Corporation, Hydraulic Well
Control, LLC and HWC Energy Services, Inc. dated as of November 21, 2005
(Incorporated herein by reference to exhibit 2.1 to the Current Report on Form
8-K filed March 9, 2006.)
10.11 — Subordinated Note Agreement with HWC Energy Services dated March 3, 2006
{Incorporated herein by reference to exhibit 4.1 to the Current Report on Form
8-K filed March 9, 2006.)

10.12 — Executive Employment Agreement of Gabriel Aldape (Incorporated herein by reference to
exhibit 10.1 on Form 10-Q filed August 14, 2006.)

10.13 — Executive Employment Agreement of Dewitt H. Edwards (Incorporated herein by reference to

:10.1 on Form 8-K filed July 7, 2006.)

10.14 — 2004 Long Term Incentive Plan 2,000,000 Share Registration (Incorporated herein by reference
to exhibit 4.1 of Form S-8 filed November 14, 2006.)

10.15 — 2006 Non-Employee Directors Stock Incentive Plan (Incorporated herein by reference to
exhibit 4.1 of Form $-8 filed November 14, 2006.).

10.16 Amendment to Executive Employment Agreement of Jerry Winchester (Incorporated herein by
reference to item 5.02 on Form 8-K filed March 7, 2007.)

10.17 — Amendment 1 to the Credit and Security Agreement dated March 3, 2006 by and between

Boots & Coots International Well Control, Inc. and Wells Fargo Bank, National Association.
(Incorporated herein by reference to exhibit 10.17 on Form 10-K filed March 12, 2007.)

10.18 — Amendment 2 to the Credit and Security Agreement dated March 3, 2006 by and between
Boots & Coots International Well Control, Inc. and Wells Fargo Bank, National Association.
(Incorporated herein by reference to exhibit 10.18 on Form 10-K filed March 12, 2007.)

10.19 — Amendment 3 to the Credit and Security Agreement dated March 3, 2006 by and between
Boots & Coots International Well Control, Inc. and Wells Fargo Bank, National Association.
(Incorporated herein by reference to exhibit 10.19 on Form 10-K filed March 12, 2007.)

*10.20 — Amendment 4 to the Credit and Security Agreement dated October 31,2007 by and between
Boots & Coots International Well Control, Inc. and Wells Fargo Bank, National Association.
*21.01 — List of subsidiaries of the company.
*23.1 — Consent of UHY LLP
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*31.1
*31.2
*32.1
*32.2

*Filed herewith

— §302 Certification by Jerry Winchester
~ §302 Certification by Gabriel Aldape
— §906 Certification by Jerry Winchester
— §906 Certification by Gabriel Aldape
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SIGNATURES

In accordance with Section 13 or 15(d) of the Exchange Act, the Registrant caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
BOOTS & COOTS INTERNATIONAL WELL
CONTROL, INC.

By: /s/ Jerry Winchester
Jerry Winchester
Chief Executive Officer

Date:  March 12, 2008

In accordance with the Exchange Act, this report has been signed below by the following persons on behalf of the Registrant and
in the capacities and on the date indicated.

Signature Title Date
By: /s/ DOUGLAS E. SWANSON Chairman of the Board of Directors March 12, 2008
Douglas E. Swanson
By: /s/ JERRY WINCHESTER Chief Executive Officer and Director March 12, 2008
Jerry Winchester
By: /s/ GABRIEL ALDAPE Chief Financial Officer March 12, 2008
Gabriel Aldape
By: /s/f ROBERT HERLIN Director March 12, 2008
Robert Stevens Herlin
By: /s/ E.i. DIPAQLO Director March 12, 2008
E.J. DiPaolo
By: /s/ W, RICHARD ANDERSON Director March 12, 2008
W. Richard Anderson
By: /s/ K. KIRK KRIST Director March 12, 2008
K. Kirk Krist
By: /s ROBERT G. CROYLE Director March 12, 2008

Robert G. Croyle
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EXHIBIT 31.1

CERTIFICATION BY JERRY WINCHESTER PURSUANT TO
SECURITIES EXCHANGE ACT RULE 13A-14

I, Jerry Winchester, certify that:

1.

2.

I have reviewed this annual report on Form 10-K of Boots & Coots international Well Control, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e}) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)  designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

b)  designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; and

c)  evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report, based on such evaluation; and

d)  disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

The registrants other certifying officers and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing
the equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting
which are reasonably likely to adversely affect the registrants ability to record, process, summarize and report financial

information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: March 12, 2008
/s/ Jerry Winchester

Jerry Winchester
Chief Executive Officer
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EXHIBIT 31.2

CERTIFICATION BY GABRIEL ALDAPE PURSUANT TO
SECURITIES EXCHANGE ACT RULE 13A-14

I, Gabriel Aldape, certify that:

1.

2.

5.

I have reviewed this annual report on Form 10-K of Boots & Coots International Well Control, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

The registrant’s other certifying officer and 1 are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)} for the registrant and have:

a)  designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that matenial information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared,;

b)  designed such internal control over financial reperting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; and

c)  evalvated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report, based on such evaluation; and

d)  disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

The registrants other certifying officers and 1 have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing
the equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting
which are reasonably likely to adversely affect the registrants ability to record, process, summarize and report financial

information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: March 12, 2008
fs/ Gabriel Aldape

Gabriel Aldape
Chief Financial Officer
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of Boots & Coots International Well Control, Inc. (the Company}) on Form 10-K for the year
ended December 31, 2007 as filed with the Securities and Exchange Commission on the date hereof (the Report), I, Jerry Winchester,
Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:

(1} The Report fully complies with the requirements of section 13(a) or 15(d)
of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material
respects, the financial condition and results of operations of the Company.

Dated: March 12, 2008

/s/Jerry Winchester
Jerry Winchester
Chief Executive Officer
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EXHIBIT 32.2

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of Boots & Coots International Well Control, Inc. (the Company) on Form 10-K for the year
ended December 31, 2007 as filed with the Securities and Exchange Commission on the date hereof (the Report), I, Gabriel Aldape,
Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects,
the financial condition and results of operations of the Company.

Dated: March 12, 2008
/s/ Gabriel Aldape

Gabriel Aldape
Chief Financial Officer
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
of Boots & Coots International Well Control, Inc.:

We have audited Boots & Coots International Well Control, Inc. (“the Company™) internal control over financial reporting as of
December 31, 2007, based on criteria established in Internal Control—iniegrated Framework issued by the Committee of Sponsering
Organizations of the Treadway Commission (COS0). The Company’s management is responsible for maintaining effective internal
control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, included in Part
II, Item 9A of this Form 10-K. Our responsibility is to express an opinion on the Company’s internal control over financial reporting
based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control
over financial reporting was maintained in all material respects. QOur audit included obtaining an understanding of internal control
over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of internal control, and performing such other procedures as we considered necessary in the circumstances. We believe
that cur audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles, A company’s internal control over financial reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a
material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Boots & Coots International Well Control, Inc. maintained, in all material respects, effective internal control
over financial reporting as of December 31, 2007, based on criteria established in Internal Control — Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the consolidated balance sheets of Boots & Coots International Well Control, Inc. as of December 31, 2007 and 2006, and the related
consolidated statements of income, stockholders’ equity and cash flows for each of the three years in the period ended December 31,
2007, and our report dated March 12, 2008, expressed an unqualified opinion on those consolidated financial statements.

/s UHY LLP

Houston, Texas
March 12, 2008



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and
Stockholders of Boots & Coots International Well Control, Inc.:

We have audited the accompanying consolidated balance sheets of Boots & Coots International Well Control, Inc. (“the
Company™) as of December 31, 2007 and 2006, and the related consolidated statements of income, stockholders’ equity and cash
flows for each of the three years in the period ended December 31, 2007. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements
based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement, An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Boots & Coots International Well Control, Inc. as of December 31, 2007 and 2006, and the consolidated results
of their operations and their cash flows for each of the three years in the period ended December 31, 2007, in conformity with
accounting principles generally accepted in the United States of America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board {United States),
the effectiveness of Boots & Coots International Well Control, Inc. internal control over financial reporting as of December 31, 2007,
based on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO), and our report dated March 12, 2008 expressed an unqualified opinion on the effectiveness of the
Company’s internal control over financial reporting.

/s/ UHY LLP

Houston, Texas
March 12, 2008




BOOTS & COOTS INTERNATIONAL WELL CONTROL, INC.

CONSOLIDATED BALANCE SHEETS
(in thousands except share and per share amounts)

ASSETS
December 31, December 31,
2007 2006
CURRENT ASSETS:
Cash and cash equivalents 5 6,501 $ 5,033
Restricted cash... 29 303
Receivables — net of allowance for doubtful accounts of
$247 and $356 at December 31, 2007 and 2006 .......oocovievecveirrecnnnecrnccrnaeenen 45,044 41319
Inventory.... 1,385 965
Prepaid expenses and other currcnt assets B.796 4,727
Total curment assets ........ccoueveeeees 61,755 52,347
PROPERTY AND EQUIPMENT, net... 60,753 43,790
GOODWILL ....cooiormmaimsnncarsnnanne 8,886 4,393
INTANGIBLE ASSETS, net. 4,472 —
OTHER ASSETS ..... 549 487
Total assets ......... b 136415 § 101,017
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Current maturities of long-term debt.........c..cccocverernrrnernnee. $ 1940 § 1,940
Trade accounts payable.......coeinne 12,020 1,475
Foreign income tax payable.. 2,710 5,020
Accrued liabilities..........corevne 10,373 12,400
Total current liabilities .o..vvereririonnes 27,043 26,835
LONG-TERM DEBT AND NOTES PAYABLE, net of current maturities. ..., 4,985 8,326
RELATED PARTY LONG-TERM DEBT 21,166 21,166
DEFERRED TAXES ......cconininiriiicsem et s siecenesnis 5,658 4,520
OTHER LIABILITIES..... 520 1,748
TOtal HADITHIES oo orvecccremmcr ettt sstb e s sena bt 59,372 62,595
COMMITMENTS AND CONTINGENCIES — -
STOCKHOLDERS' EQUITY:
Preferred stock ($.00001 par value, 5,000,000 shares authorized,
zero shares issued and outstanding at both December 31, 2007
and 2006) .. — —
Common slock ($ 000()1 par vulue 125 00() 000 shares authonzed
75,564,000 and 59,186,000 shares issued and outstandmg
at December 31, 2007 and 2006, respecuvely) 1 i
Additional paid-in capital ... . 125,209 24479
Accumulated other comprehenswc loss (1,234) (1.234)
Accumulated deficit .. {46,933} (34,824)
Total stockholders equ:ty 771,043 38,422

Total liabilities and stockholders’ equnty

See accompanying notes to consolidated financial staternents.

I__136415 3 101,017



BOOTS & COOQTS INTERNATIONAL WELL CONTROL, INC.

CONSOLIDATED STATEMENTS OF INCOME
(in thousands except per share and share amounts)

Year Ended Year Ended Year Ended
December 31, December 31, December 31,
2007 2006 2005
REVENUES ....oooetimerneemresiesssssssssaesssecsesssesssesssssans s sissstassssssssssssssssssasssesecnecossssss 8 105,296 § 97,030 3 29,537
COST OF REVENUES, excluding depreciation and amortization .............. 62,581 52,281 14,488
Gro55 MATEIN c..coee et s st st s st s 42,715 44,749 15,049
OPERATING EXPENSES .. 17,792 15,597 7,098
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 5,904 4,118 2,674
FOREIGN CURRENCY TRANSLATION.. 276 259 —
DEPRECIATION AND AMORTIZATION......... 6,051 4,883 714
30.023 24 857 10,486
OPERATING INCOME....couimiarereoeeeeemmcsssssissssissssissssissssrsssmessssesssecassesissssssssness 12,692 19,892 4,563
INTEREST EXPENSE & OTHER, NET ..o sen e 2,052 2,860 655
INCOME BEFORE INCOME TAXES ..o e ceeemtccsinenisiensnensssenseseesees 10,640 17,032 3,908
INCOME TAX EXPENSE ...ocvoitims e e caes s sreses st snesesmemsenes b sinsssinss s 2749 5.867 1,129
NET INCOME $ 7,891 $ 1,165 § 2,779
PREFERRED DIVIDEND REQUIREMENTS .....ooirimirecmies st cens e — 616 874
NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDERS.........
$ 7,891 b3 11,781 3 1,905
BASIC INCOME PER COMMON SHARE:
Contmumg operauons 3 01l $ 022 % 0.06
Net income .. 3 011 % 022 0.06
WEIGHTED AVERAGE COMMON SHARES OUTSTANDING BASIC .. 70,039,000 53,772,000 29,507,000
DILUTED INCOME PER COMMON SHARE:
Net income ........ ISR | 011 % 021 § 0.06
WEIGHTED AVERAGE COMMON SHAR_ES OUTSTANDING
DILUTED .. 72,114,000 55,036,000 31,374,000

See accompanying notes to consclidated financial statements.




BALANCES at December 31, 2004
Common stock opticns exercised.
Restricted common stock issued......

Preferred stock dividends accrued.......coooeoevcverienes
Stock Options and restricted stock grant expense
Amortization of deferred compensation ...................
Nel INCOME...u.vosiicesensee e e
Foreign currency transtation loss .
Comprehensive income.................
BALANCES at December 31, 2005 ....coooivovencenes
Commen stock options exercised..............

Warrants exercised ......cccocoreeiierenninnen

Restricted common stock issued .....coo.oeecuercrececrenen.
Common stock issued for services .......ooeneecnneecuee.

Common stock issued for acquisition of
business............
Preferred stock dividends reversed

Reversal of deferred compensation with adoption
of SFAS 123(R)...
Stock based compensation...............

Redemption of preferred stock and conversion of
preferred stock 1o commen stock
Net income
BALANCES at December 31, 2006 .

Common stock options exercised.......

Restricted common stock issued ..o
Stock based cOMPENSAtION ....v...eoceceecereeececenemereenaas

Issuance of common stock, net of offering
costs
Net incorne ..

BALANCES, December 31,2007 ...,

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Years Ended December 31, 2007, 2006 and 2005

(in Thousands)

Accumulated Total
Preferred Stock Commeon Stock Additional Other Stockholder’s
Paid in Accumulated Comprehensive Deferred Equity
Shares Amount Shares Amount Capital Deficit Loss Compensation
53 3 - 29439 § = $ T088 § (68.510) 3 (B73) 3§ 325y % 1,180
— — 35 —_ 23 — —_ — 23
— — 120 — — — — — —
— — — — 874 (874) — — —
— —_ — — 4 — — — 74
— — —_ —_ — —_ —_ 100 100
—_ — — — — 2,779 — — 2,779
—_ — — — — — (361) e (361)
— — — — — — — — 2418
53 3 — 29594 % — § 71859 % (66,605) 3 (1234) % 225) % 3,795
— — 836 — 639 — — — 639
— — 64 — —_ — — — —
— — 129 — 120 — —_ — 120
— — 15 — 21 — — — 21
— — 26,462 1 26,461 — — — 26,462
- — — —_ (616) 616 — — —
— — — — (225) — —_ 225 —
— — 150 — 1,519 — — — 1,519
(53) — 1,936 — (5,299) - — — (5,299)
— — — — — 11,165 — —_ 11,165
— 3 — 59,186 § i § %4479 § (548247 § (1234) % — 3 38422
— — 727 — 607 — — - 607
— — 701 — 443 — — - 443
— — — — 833 — — —_ 833
— — 14,950 — 28,847 — — — 28,847
_ — — — — 7.891 — — 7,891
— 3 —_ 75564 % 1 § 125209 % (46933) §$ (1.234) % — § 77,043




BOOTS & COOTS INTERNATIONAL WELL CONTROL, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Year Ended
December 31,
2007 2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income.. b3 7891 % iLes § 2,779
Adjustments t0 reconcrle net mcome to ‘net cash provrded
operating activities ...
Depreciation and amomzatlon 6,051 4,883 714
Deferred tax provision (credrt) (878) (590 98
Stock based compensation.... 1,276 1,519 —
Bad debt recovery .. {109) (230) (144)
Reversal of troubled debt restruetunng mterest accmal — (598} —
Amortization of deferred loan cost .. — 809 202
Other non-cash charges.... . — 143 174
Gain on sale or disposal of assets (2,449) (516) (14)
Changes in operaung assets and liabilities:
Receivables... (3,353} (20,842) 4,342
Inventory.... (420) (128) —
Prepaid expenses and currem assets (4,069) (2,509} (42)
Other assets... (504) 412 (368)
Trade accounts p ya‘ble and aecrued hab111t1es (1,290) 11,155 (5.077)
Net cash provided by operating activities.. 2,146 4,673 2.664
CASH FLOWS FROM INVESTING ACTIVlTlES:
Cash acquired (spent) in connection with acquisition ...........eve.e.e. (10,694} 4,366 —
Equipment additions (21,309) (6,882) (306)
Insurance proceeds from d1sposal of property and equlpment. 4,605 — —
Proceeds from sale or disposal of property and eqmpment 333 829 16
Net cash used in investing activities... (27,065) {1,687) (290}
CASH FLOWS FROM FINANCING ACTIVITIES
Payments of senior debt... — (750) —
Payment of subordinated debt —_ (5,100) (500)
Payments of term loan ........... (2,482) (1,351) —
Revolving credit borrowings. (85%9) 1,817 —
Proceeds from term loan... — 9,700 —
Redemption of preferred stock — - (5,299) —
Net proceeds from issuance of comimon sto 28,847 — —
Decrease (Increase) in restricted cash... 274 (273) —
Proceeds from exercise of stock optlons 607 639 23
Net cash provided by (used in) ﬁnancmg activities... 26,387 (517} (877)
Impact of foreign currency on cash ... . — — (361}
NET INCREASE IN CASH AND CASH
EQUIVALENTS.... 1,468 2,469 1,136
CASH AND CASH EQUIVALENTS begmnmg of year 5,033 2,564 1428
CASH AND CASH EQUIVALENTS, end of year..... 3 6501 § 5.033 % 2,564
SUPPLEMENTAL CASH FLOW DISCLOSURES:
Cash paid for interest 3 2916 $ 28714 § 593
Cash paid for income taxes . 6,769 4,593 170
NON-CASH INVESTING AND FINANCING ACTIVITIES:
Preferred stock dividends accrued (reversed) ..o — (616) 874
Common stock issued for acquisition of business. — 26,462 —
Conversion of preferred stock ... - -— 1,936 —
Long-term notes issued for acqursmon of business....... — 21,166 —

See accompanying notes to consolldated financial statements.
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BOOTS & COOTS INTERNATIONAL WELL CONTROL, INC,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

A. Business and Organization

Boots & Coots International Well Control, Inc. and subsidiaries {the “Company”), provides a suite of integrated pressure
control and related services to onshore and offshore oil and gas exploration and development companies; principally in North
America, South America, North Africa, West Africa and the Middle East. Our customers include major and independent oil and gas
companies in the U.S. market and major international and foreign national oil and gas producers as well as other oilfield service
companies. Qur service lines are organized into two business segments; well intervention and response. QOur well intervention
segment consists of services that are designed to enhance production for oil and gas operators and to reduce the number and severity
of critical events such as oil and gas well fires, blowouts or other incidences due to loss of control at the well. This business segment
consists primarily of hydraulic workever and snubbing services, prevention and risk management services and pressure control
equipment rental and services. Our response segment consists of personnel, equipment and emergency services utilized during a
critical well event. We have a long history in the oil and gas industry and are widely recognized for our emergency response services.

B. Significant Accounting Policies

Consolidation - The accompanying consolidated financial statements include the financial transactions and accounts of us and
our subsidiaries. All significant intercompany accounts and transactions are climinated in consolidation.

Cash and Cash Equivalents - We consider all unrestricted highly liquid investments with a maturity of three months or less at
the time of purchase to be cash equivalents. At December 31, 2007, restricted cash totaled $29,000 compared to $303,000 at
December 31, 2006, and both relate to letters of credit.

Revenue Recognition - Revenue is recognized on our service contracts primarily on the basis of contractual day rates as the
work is completed. Revenue and cost from product and equipment sales is recognized upon delivery, customer acceptance and
contract completion.

Contract costs include all direct material and labor costs and those indirect costs related to contract performance, such as
indirect labor, related workman’s compensation insurance, supplies, tools, repairs and depreciation costs. General and administrative
costs are charged to expense as incurred. Fixed assets are depreciated over their useful lives. Provisions for estimated losses on
uncompleted contracts are made in the period in which such losses are determined.

We recognize revenues under the WELLSURE® program as follows: (a) initial deposits for pre-event type services are
recognized ratably over the life of the contract period, typically twelve months (b) revenues and billings for pre-event type services
provided are recognized when the insurance carrier has bilied the operator and the revenues become determinable and (c) revenues
and billings for contracting and event services are recognized based upon our predetermined day rates and costs associated with sub-
contracted work as performed.

Allowance for Doubtful Accounts - We perform ongoing evaluations of our customers and generally do not require collateral.
We assess our credit risk and provide an allowance for doubtful accounts for any accounts which we deem doubtful of collection.

Inventories - Inventories consist of spare parts and commodities and are carried at the lower of cost or market. The cost of
inventories is determined on an average cost or specific-identification method.

Property and Equipment - Property and equipment are stated at cost. Depreciation is provided using the straight-line method
over the estimated useful lives of the respective assets as follows: buildings and leasehold improvements (15-31 years), equipment (3-
10 years), firefighting equipment (3-5 years), furniture, fixtures and office furnishing (3-5 years) and vehicles {3-5 years). Leasehold
improvements are capitalized and amortized over the lesser of the life of the lease or the estimated useful life of the asset.

Expenditures for repairs and maintenance are charged to expense when incurred. Expenditures for major renewals and
betterments, which extend the useful lives of existing equipment, are capitalized and depreciated over the remaining useful life of the
equipment. Upon retirement or disposition of property and equipment, the cost and related accumulated depreciation are removed
from the accounts and any resulting gain or loss is recognized in the statement of operations.
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Impairment of Long Lived Assets - In accordance with Statement of Financial Accounting Standards (SFAS) No. 144,
“Accounting for the Impairment or Disposal of Long-Lived Assets”, we evaluate the recoverability of property and equipment, and
other long-lived assets, if facts and circumstances indicate that any of those assets might be impaired. If an evaluation is required, the
estimated future undiscounted cash flows associated with the asset are compared to the asset’s carrying amount to determine if an
impairment of such property is necessary. The effect of any impairment would be to expense the difference between the fair value of
such property and its carrying value. Based on the Company’s review, no such impairment indicators exist for the periods presented.

Goodwill - In accordance with the requirements of SFAS No. 142, “Goodwill and Other Intangible Assets”, goodwill is not
being amortized, but is being reviewed at least annually for impairment or more often if changes in facts and circumstances indicate a
loss in value may have occurred. Goodwill is associated with the March 2006 acquisition of the hydraulic well control business
(HWC) of Qil States International, Inc. and with the July 2007 acquisition of Stassco Pressure Contrel LLC (StassCo) and as is further
described in Note F. The goodwill has been assigned to the well intervention segment which is deemed the reporting unit for this
review. Fair value of the reporting unit is determined based on internal management estimates using a combination of discounted cash
flows and market comparable companies. We perform the annual review for possible impairment in the fourth calendar quarter of
each year. No goodwill impairment was recognized based on the evaluations performed.

Intangible Assets - The Company amortizes intangible assets over their estimated useful lives. The intangible assets consist
of customer relationships of $3,600,000 being amortized over a 13 year period and management non-compete agreements of
$1,085,000 being amortized over 5.5 and 3.5 year periods.

Foreign currency - Effective January 1, 2006, and related to our acquisition of the hydraulic well control business of Qil
States International, Inc. (see “Note E—Business Combination™ for more information), we changed our functional currency in
Venezuela from the Venezuelan Bolivar to the U.S. Dollar. This change allows us to have one consistent functional currency after the
acquisition. Accumulated other comprehensive loss reported in the consolidated statements of stockholders’ equity before January 1,
2006 totaled $1.2 million and consisted solely of the cumulative foreign currency translation adjustment in Venezuela prior to
changing our functional currency. In accordance with SFAS No. 52, “Foreign Currency Translation,” the currency translation
adjustment recorded up through the date of the change in functional currency will only be adjusted in the event of a full or partial
disposition of our investment in Venezuela. The accounts of foreign subsidiaries have been translated into U.S. Dollars in accordance
with SFAS No. 52, “Foreign Currency Translation.” Accordingly, foreign currency is translated to U.S. dollars for financial purposes
by using the U.S. Dollar as the functional currency and exchange gains and losses, as well as translation gains and losses, are reported
in income and expenses. These currency gains or losses are reported as other operating expenses. Monetary balance sheet accounts
are translated using the current exchange rate in effect at the balance sheet date for assets and liabilities, and for non-monetary items,
the accounts are translated at the historical exchange rate in effect when acquired. Revenues and expenses are translated at the
average exchange rate for the period.

The Venezuelan government implemented a foreign currency control regime on February 5, 2003, This has resulted in
currency controls that restrict the conversion of the Venezuelan currency, the Bolivar, to U.S. Dollars. The Company has registered
with the control board (CADIVI) in order to have a portion of total receivables in U.S dollar payments made directly to a United
States bank account.

Capitalized Interest - Interest costs for the construction of certain long-term assets are capitalized and amortized over the

related assets’ estimated useful lives. For the year ended December 31, 2007, $376,000 was capitalized. No interest was capitalized in
2006 or 2005.

Income Taxes - We account for income taxes pursuant to the SFAS No. 109 “Accounting For Income Taxes,” which requires
recognition of deferred income tax liabilities and assets for the expected future tax consequences of events that have been recognized
in our financial statements or tax returns. Deferred income tax liabilities and assets are determined based on the temporary differences
between the financial statement carrying amounts and the tax bases of existing assets and liabilities and available tax loss carry
forwards. The domestic tax liabilities are offset by the usage of our net domestic operating loss carry forwards. The provision for tax
expense includes foreign income taxes from Algeria and Venezuela (See Note 1.).

Effective January 1, 2007, we adopted FASB Interpretation Number 48, “Accounting for Uncertainty in Income Taxes” (FIN
48), which is intended to clarfy the accounting for income taxes by prescribing a minimum recognition threshold for a tax position
before being recognized in the financial statements. FIN 48 also provides guidance on derecognition, measurement, classification,
interest and penalties, accounting in interim periods, disclosure and transition. In accordance with the requirements of FIN 48, the
Company evaluated all tax years still subject to potential audit under state, federal and foreign income tax law in reaching its
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accounting conclusions. The Company recognizes interest and penalties related to uncertain tax positions in income tax expense. Tax
years subsequent to 2005 remain open to examination by U.S, federal and state tax jurisdictions, tax years subsequent to 1996 remain
open in Venezuela, and tax years subsequent to 2002 remain open in Algeria. During 2007, the Company recorded a charge of
$616,000 relating to unrecognized tax benefits under FIN48.

Earnings Per Share - Basic and diluted income (loss) per common share is computed by dividing net income {loss)
attributable to common stockholders by the weighted average common shares outstanding. Diluted income (loss} per common share
is computed by dividing net income by the weighted average number of common shares outstanding during the period increased by
the number of additional common shares that would have been outstanding if the potential common shares had been issued.

The weighted average number of shares used to compute basic and diluted earnings per share for the years ended December
31, 2007, 2006 and 2005 is illustrated below:

Years Ended December 31,

2007 2006 2005
(in thousands)

Numerator:

For basic and diluted earnings

per share:

Net income attributable to

common stockholders s 7,891 3 i1,781 3 1,905
Denominator:

For basic earmnings per share-

Weighted-average shares 70,039 53,772 29,507
Effect of dilutive securities:

Stock options and warrants {1) 2.075 1.264 1,867

Denominator:

For diluted earnings per share —

Weighted-average shares 72,114 55,036 31,374

(1) Excludes the effect of outstanding stock options and warrants that have an anti-dilutive effect on earnings per
share.

The exercise price of our stock options and stock warrants varies from $0.67 to $3.00 per share. The maximum number of
potentially dilutive securities at December 31, 2007, 2006 and 2005 would include: (1) 5,647,000, 6,435,200 and 5,814,690 common
shares respectively, issuable upon exercise of stock options, and (2) 637,500, 713,245 and 2,582,033, common shares respectively,
issuable upon exercise of stock purchase warrants.

Share-based compensation - We have adopted Statement of Financial Accounting Standards No. 123 (revised 2004), “Share-
Based Payment” (“SFAS No. 123R”) which requires the measurement and recognition of compensation expense for all share-based
payment awards made to employees, consultants and directors; including employee stock options, based on estimated grant date fair
values. SFAS No. 123R supersedes our previous accourting under Accounting Principles Board Opinion No. 25, “Accounting for
Stock Issued to Employees™ (“APB 25”) for periods beginning in fiscal 2006. In March 2005, the SEC issued Staff Accounting
Bulletin Ne. 107 (“SAB 107”) relating to SFAS No. 123R. We have applied the provisions of SAB 107 in our adoption of SFAS No.
123R.

We used the Black-Scholes option pricing model to estimate the fair value of options on the date of grant. The following
weighted average assumptions were applied in determining the fair values of option grants:

Year Ended December 31,
2007 2006 2005

Risk-free interest rate...........ocovcveveecinnnninnecninneccnnns 4.60% 4.64% 3.6%
Expected dividend vield..... — - —
Expected option life ....... 39 y1s 6.3 yrs 3.0yrs
Expected volatility........coocooovmereveremmncrennensnnnions 60.5 % 96.8 % 79.3 %
Weighted average fair value of options

granted at market Vallue . ..........cooocoeeeevreeeecerenanne. $ 096 $ 119 $ 0.56
FOIfeiture rate .....covvvvicvivcvmeeevessnseecvessssersnssnsones 6.94% 3.04% 0.0%



Fair Value of Financial Instruments - The Company’s financial instruments consist of cash and cash equivalents, receivables,
payables, and debt. The carrying amounts of cash and cash equivalents, accounts receivable and accounts payable approximate fair
value because of the short term nature of those instruments. We use available market rates to estimate the fair value of debt.

Use of Estimates - The preparation of our consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America requires our management to make estimates and assumptions that affect the
amounts reported in these consolidated financial statements and accompanying notes. Significant estimates made by management
include the allowance for doubtful accounts, the valuation allowance for deferred tax assets and assumptions used in share based
compensation valuation models.

Reclassifications - Certain reclassifications have been made to the prior period consolidated financial statements to conform
to the current year presentation.

C. Recently Issued Accounting Standards

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” SFAS 157 defines fair value, establishes a
framework for measuring fair value in generally accepted accounting principles (GAAP), and expands disclosures about fair
measurements. This Statement applies under other accounting pronouncements that require or permit fair value measurements, the
FASB having previously concluded in those accounting pronouncements that fair value is the relevant measurement attribute.
Accordingly, this Statement does not require any new fair value measurements. However, for some entities, the application of this
Statement will change current practice. SFAS No. 157 becomes effective for the fiscal years beginning after November 15, 2007. In
February 2008, the FASB issued FASB Staff Positions (“FSP”) No. 157-1, “Application of FASB Statement No. 157 to FASB
Statement No. 13 and Other Accounting Pronouncements That Address Fair Value Measurements for Purposes of Lease Classification
or Measurement under Statement 13” and FSP No. 157-2, “Effective Date of FASB Statement No. 1577, FSP No. 157-1 amends
SFAS No. 157 to exclude SFAS No. 13, “Accounting for Leases,” and its related interpretive accounting pronouncements that address
leasing transactions, while FSP No. 157-2 delays the effective date of SFAS No. 157 for all nonfinancial assets and nonfinancial
liabiiities, except those that are recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually)
until the beginning of the first quarter of 2009. The Company does not expect the adoption of SFAS 157 to have a material effect on
its consolidated financial statements.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities—
including an amendment of FASB Statement No. 115.” SFAS 159 permits entities to choose to measure many financial instruments
and certain other items at fair value. The objective is to improve financial reporting by providing entities with the opportunity to
mitigate volatility in reported earnings caused by measuring related assets and liabilities differently without having to apply complex
hedge accounting provisions. This Statement is expected to expand the use of fair value measurement, which is consistent with the
Board’s long-term measurement objectives for accounting for financial instruments. The Company has not yet determined the
estimated impact on its financial condition or results of operations, if any, of adopting SFAS No. 159, which becomes effective for the
fiscal years beginning after November 15, 2007.

In December 2007, the FASB issued SFAS No. 141(R), “Business Combinations.” SFAS 141(R) established revised
principles and requirements for how the Company will recognize and measure assets and liabilities acquired in a business
combination. The objective of this Statement is to improve the relevance, representational faithfulness, and comparability of the
information that a reporting entity provides in its financial reports about a business combination and its effects. The Statement is
effective for business combinations completed on or after the beginning of the first annual reporting period beginning on or after
December 15, 2008, which begins January 1, 2009 for the Company. The adoption of SFAS 141(R) is not expected to have a material
impact on the Company’s results from operation or financial position.

In December 2007, the FASB issued SFAS No. 160, "Non-controlling Interests in Consolidated Financial Statements, an
amendment of ARB No. 51". SFAS 160 establishes accounting and reporting standards for the non-controlling interest in a subsidiary
and for the deconsolidation of a subsidiary. The objective of this Statement is to improve the relevance, comparability, and
transparency of the financial information that a reporting entity provides in its consolidated financial statements by establishing
accounting and reporting standards. The Statement is effective on or after the beginning of the first annual reporting peried beginning
on or after December 15, 2008, which begins January 1, 2009 for the Company. The adoption of SFAS 160 is not expected to have a
material impact on the Company’s results from operation or financial position.
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D. Detail of Certain Balance Sheet Accounts (in thousands):

December 31,
2007 2006
Accounts receivable, net:
Trade $ 33,136 8 27,301
Unbilled Revenue 12,011 13,656
Other 144 718
Allowance for doubtful accounts {247) (356)
by 45044 § 41,319
December 31,
2007 2006
Property and equipment, net:

Land $ 571 b3 571
Building and leasehold improvements 3,631 2,895
Equipment 47,551 35,840
Firefighting equipment 5,358 5,841
Furniture, fixtures and office 2,234 1,884
Vehicles 2,455 1,308
Construction in progress 9,954 5.995
Total property and equipment 71,754 54,334
Less: Accumulated depreciation {11.001) (10,544)
b 60,753 % 43,790

Depreciation expense was $6,051,000, $4,883,000 and $714,000 for the years ended December 31, 2007, 2006 and 2005,
respectively.

December 31,
2007 2006
Prepaid expenses and other current assets:
Prepaid taxes $ 3528 § 1,509
Prepaid insurance 2,092 1,794
Other prepaid expenses and current assets 3,176 1424
b g§,796 & 4,727
December 31,
2007 2006
Accrued liabilities:
Accrued compensation and benefits $ 3244 % 4914
Accrued insurance 392 1,046
Accrued taxes, other than foreign income tax 3,380 2,617
Other accrued liabilitics 3357 3,823
£ 10373 B 12,400
E. Business Combinations

On March 3, 2006, we acquired the hydraulic well control business (HWC) of Oil States International, Inc. The transaction
was effective for accounting and financial purposes as of March 1, 2006. As consideration for HWC, we issued approximately 26.5
million shares of our common stock and subordinated promissory notes with an aggregate balance of $15 million, adjusted to $21.2
miltion during the quarter ended June 30, 2006 to reflect a $6.2 million adjustment for working capital acquired. In April 2007, Oil
States International, Inc. sold 14.95 miliion shares of our common stock and owns approximately 15% of our common stock
outstanding as of the date of this report.

On July 31, 2007, we acquired StassCo Pressure Control, LLC (StassCo) for cash consideration of $10,694,000, net of cash
acquired and including transaction costs plus a payable to the former owners of $500,000. StassCo performs snubbing services in the
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Cheyenne Basin, Wyoming and operates four hydraulic rig assist units based in Rock Springs, Wyoming. The transaction was
effective for accounting and financial purposes as of August 1, 2007,

In accordance with SFAS No. 141, “Business Combinations”, we used the purchase method to account for our acquisitions of
HWC and StassCo. Under the purchase method of accounting, the assets acquired and liabilities assumed from HWC and StassCo
were recorded at the date of acquisition at their respective fair values. We engaged valuation firms to assist in the determination of the
fair values of certain assets and liabilities of HWC and StassCo.

For HWC, the purchase price, including direct acquisition costs, exceeded the fair value of acquired assets and assumed
liabilities, resulting in the recognition of goodwill of approximately $4.3 million. The total purchase price, including direct acquisition
costs of $1.4 million and less cash acquired of $4.4 million, was $44.7 million. The operating results of HWC are included in the
consolidated financial statements subsequent to the March 1, 2006 effective date.

The fair values of the assets acquired and liabilities assumed effective March 1, 2006 were as follows(in thousands):

Current assets (excluding cash) ......cvvvevriniercinnienn, 3 15,299
Property and equipment 39,645
GOOAWINL......oeee et 4,326
Total assets aCqUITed........ocouvciireererrnrieerenessieserr s sareeens 59,270
Current Habilities ..........oov oot 9,505
Deferred taxes.. 5,110
Total liabilities assumcd 14.615
Net a58ets CqUITed ...ooveieee e . 8 44,655

For StassCo, the purchase price, including direct acquisition costs, exceeded the fair value of acquired assets and assumed
liabilities, resulting in the recognition of goodwill of approximately $4.6 million. The total purchase price, including direct acquisition
costs of $0.1 million, a $0.5 million payable eamed as contingent consideration by the former owners, less cash acquired of $0.8
million, was $11.2 million. The operating results of StassCo are included in the consolidated financial statements subsequent to the
August 1, 2007 effective date. The intangible assets consist of customer relationships of $3,600,000 being amortized over a 13 year
period and management non-compete agreements of $1,086,000 being amortized over 5.5 and 3.5 year periods.

The preliminary fair values of the assets acquired and liabilities assumed effective August 1, 2007 were as follows(in
thousands):

Current assets {excluding cash) $ 744
Property and equlpment
Goodwill... et reees
Intangible BSSEES oo s s
Total assets ACQUITED......o.vvveereveerrirs e e sasnersens

Current Habilities .......cc.ooveeere e
Deferred taxes .. .
Total liabilities assumed

INet aSSEIS 8CQUITED .vovevireeerevireirsrsar e e sareresessssssserese s
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The following unaudited pro forma financial information presents the combined results of operations of the Company, HWC,
and StassCo as if the acquisitions had occurred as of the beginning of the periods presented. The unaudited pro forma financial
information is not necessarily indicative of what our consolidated results of operations actually would have been had we completed
the acquisition at the dates indicated. In addition, the unaudited pro forma financial information does not purport to project the future
results of operations of the combined company.

Year Ended
December 31,
2007 2006
(in thousands}
(unaudited)

Revenue .. S $ 108,101 § 107,958
Operating Incomc b 13,881 § 22,371
Net INCOME .....ooveeeerrrirrienens $ 7891 § 12,552
Basic Earnings Per Share....... e 3 011 3 0.21
Diluted Eamings Per Share ... $ 011 3 0.21
Basic Shares Outstanding 70,039 58,569
Diluted Shares Outstanding 72,114 59,833

F. Intangible assets

Intangible assets were obtained in conjunction with the StassCo acquisition on July 31, 2007, and there were no intangible
assets in prior years.

December 31, 2007
Gros_s Accumulated
Camrying
Amount Amortization Net
(in thousands)
Intangible assets
Customer Relationships $ 3,600 $ 115 3 3.485
Non-compete agreements 1,085 98 987

4,685 $ 213 $ 4,472

Amortization expense on intangible assets for the year ended December 31, 2007 was (in thousands) $213. Total amortization expense
is expected to be (in thousands) $512, $512, $512, $417 and $408 in 2008, 2009, 2010, 2011 and 2012, respectively.

G. Long-Term Debt
Long-term debt and notes payable consisted of the following:

December 31,
007 2006

(in thousands)

U.S. revolving credit facility, with available commitments up to $10.3 million, a borrowing

base of $10.3 million and an average interest rate of 8.1% for the year ended December 31,

2007, and a borrowing base of $7.9 million and an average interest rate of 8.1% for the year  § 1,058 3 1,917
ended December 31, 2006 .. -

U.S. term credit facility wnth mma] borrowmgs of $9 7 rmlllon payable over 60 months and

average interest rates of 8.6% for the years ended December 31, 2007 and 2006... 5,867 8,349
Total debt .. reeererar s OSSPSR UPIUPOTON 6,925 10,266
Less: current matuntlcs (1.540) (1,940)
Total ToNE-1erM dEbt.......ee ettt b e enenes D 4,985 3 8,326




Scheduled maturities of long-term debt as of December 31, 2007, are as follows:

Year Ending December 31, Amount
(in thousands)
2009..... 1,940
2010..... 2,998
2011.... 47
2012............. -
Thereafter . -
§__ 6925

In conjunction with the acquisition of HWC on March 3, 2006, we entered into a Credit Agreement (the *Credit Agreement™)
with Wells Fargo Bank, National Association, which established a revolving credit facility capacity totaling $10.3 million, subject to
an initial borrowing base of $6.0 million, and a term credit facility totaling $9.7 million. The term credit facility is payable monthly
over a period of sixty months and is payable in full on March 3, 2010, subject to extension under certain circumstances to March 3,
2011. The revolving credit facility is due and payabte in full on March 3, 2010, subject to a year-to-year renewal thereafter. We
utilized initial borrowings under the Credit Agreement totaling $10.5 million to repay senior and subordinated debt in full and to
repurchase all of our outstanding shares of preferred stock and for other transaction related expenses. The loan balance outstanding on
December 31, 2007 was $5.9 million on the term credit facility and $1.1 million on the revolving credit facility. The revolving credit
facility borrowing base was $10.3 million at December 31, 2007, adjusted for $2.3 million outstanding under letters of credit and
guarantees leaving $7.0 million available to be drawn under the facility.

At our option, borrowings under the Credit Agreement bear interest at either (i) Wells Fargo’s prime commercial lending rate
plus a margin ranging, as to the revolving credit facility up to 1.00%, and, as to the term credit facility, from 0.50% to 1.50% or (ii)
the London Inter-Bank Market Offered Rate plus a margin ranging, as to the revolving credit facility, from 2.50% to 3.00% per
annum, and, as to the term credit facility, from 3.00% to 3.50%, which margin increases or decreases based on the ratio of the
outstanding principal amount under the Credit Agreement to our consolidated EBITDA. The interest rate applicable to borrowings
under the revolving credit facility and the term credit facility at December 31, 2007 was 7.25% and 7.75%, respectively. Interest is
accrued and payable monthly for both agreements. Fees on unused commitments under the revolving credit facility are due monthly
and range from 0.25% to 0.50% per annum, based on the ratic of the outstanding principal amount under the Credit Agreement to our
consolidated EBITDA.

Substantially all of our assets are pledged as collateral under the Credit Agreement. The Credit Agreement contains various
restrictive covenants and compliance requirements, including: (1) maintenance of a minimum book net worth through December 31,
2006 equal to 90% of the pro forma book net worth calculated on March 1, 2006, but in no event less than $25 million, or, for each
fiscal year thereafter, equal to the greater of the minimum book net worth required for the preceding fiscal year or 85% of book net
worth on the last day of the preceding fiscal year (for these purposes “book net worth” means the aggregate of our common and
preferred stockholders’ equity on a consolidated basis); (2) maintenance of a minimum ratio of our consolidated EBITDA less
unfinanced capital expenditures to principal and interest payments required under the Credit Agreement, on a trailing twelve month
basis, of 1.50 to 1.00; (3) notice within five (5} business days of making any capital expenditure exceeding $500,000; and (4)
limitation on the incurrence of additional indebtedness except for indebtedness arising under the subordinated promissory notes issued
in connection with the HWC acquisition. Due to investments of our stock offering proceeds in April 2007, the credit agreement has
been amended to increase the minimum book net worth to a constant $55 million for the purpose of the first (1) covenant above and to
exclude unfinanced capital expenditures for the year 2007 for the purpose of the second (2nd) covenant above. We were in
compliance with these covenants at December 31, 2007.

H. Related Party Debt

A related party note of $15 million in unsecured subordinated debt was issued to Qil States Energy Services, Inc. in
connection with the HWC acquisition and has been adjusted to $21.2 million after a $6.2 million adjustment for working capital
acquired. The note bears interest at a rate of 10% per annum, and requires a one-time principal payment on September 9, 2010.
Interest is accrued monthly and payable quarterly. The interest expense on the note was $2,117,000 and $1,752,000 for the years
ended December 31, 2007 and 2006, respectively.




I. Income Taxes
The amounts of income before income taxes attributable to domestic and foreign operations are as follows:

Year Ended December 31,

2007 2006 2005
(in thousands)
|70 1= o[, 458 $ 11487 § 3,171
FOIEigN....cirvcenscetscnm s vesseestrsannns 10,182 5,545 737

s 10640 3 17032 § 3908

The provision (benefit) for income taxes shown in the consolidated statements of operations is made up of current and
deferred taxes as follows:

Year Ended December 31,

2007 2006 2005
(in thousands)

Current

DIOMIESHC covcverrrccererrecere s cennns 5§ — b 1,533 s —

State......cocnen. (121) 412 —

Foreign.............ccoocis 3,570 4,512 1,031

Total .o, $ 3,449 $ 6457 3 1,031
Deferred

DOMESHC ... e (1,316) (590) 98
Unrecognized Tax Benefits 616 — —

§ 2749 5 5,867 % 1,129

The provision for income taxes differs from the amount that would be computed if net income before income taxes were
multiplied by the federal income tax rate (statutory rate) as follows:

Year Ended December 31,
2007 2006 2005

(in thousands)

Income tax provision at StAIULOFY TALES ....eerrrrrrererrerenns $ 3,724 $ 5,961 $ 1,328
State tax expense benefit, net of federal benefits....... 79 267 —
Net change in foreign tax rates.........ovveeermreronisennns — (466) —
Return to provision adjustment ..........occevveervesrnnenes 657 1,559 —
Foreign income tax rate differential.......cccerccvvvcernae (2,612) (806) 80
Adjustment to net operating loss from continuing operations — — (978)
Nondeductible eXPEnSes ..........ovceceeecerreeerrecereeiserennes 614 950 28
Repatriation of certain foreign earnings 90 — —
Unrecognized Tax Benefits..........cooovviinnvninanns 616 0 0
Change in valuation allowance ..o .ooovievieninne, (261) (1,598) 671

Net income tax provision 3 2,749 3 5,867 £ 1,129

The Financial Accounting Standards Board (“FASB”) issued the revised SFAS No. 123, Share-Based Payment (“SFAS No.
123(R)"). SFAS 123(R) is a revision of SFAS No. 123 and supersedes APB No. 25. The revised provisions of SFAS No. 123(R) were
effective January 1, 2006. For companies that have NOL carryforwards, SFAS No. 123R affects the manner in which stock-based
compensation tax deductions are treated for financial reporting purposes. We may claim share-based compensation deductions in our
federal corporate income tax returns in an amount equal to the related income that is included in our employees’ reported federal
taxable income subject to any other applicable limitations, Under SFAS No. 123R, tax benefits generated in 2006 and subsequent
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reporting periods related to the excess of tax deductible stock-based compensation over the amount recognized for financial
accounting purposes, may not be recorded to additional paid-in-capital (“APIC”) for financial reporting purposes until the share-based
compensation deductions actually reduce our cash income tax liability. Any tax benefits attributable to these deductions will not be
recorded to APIC for financial reporting purposes until such time as all existing and future NOL carryforwards have been fully
utilized. As a result of the provisions of SFAS No. 123R, at December 31, 2007, we have excluded $949,343 of share-based
compensation deductions from our NOL carryforwards for financial reporting purposes

In addition, prior to the effective date of SFAS No. 123R, the Company was permitted to record the tax benefit associated
with the excess of tax deductible stock-based compensation over the amount recognized for financial accounting purposes in its
financial statement NOL, subject to SFAS No. 109’s realization criteria. Accordingly, the tax return reporting and financial statement
NOL carryforward amounts described above include excess tax benefits recognized in 2005 and prior years related to the exercise of
non-qualified employee stock options and vested stock awards. The full amount of the related tax benefits have been offset through
our deferred tax asset valuation allowance. The associated excess tax benefits will be charged to equity upon the reversal of the
associated valuation allowances in future periods.

We have determined that as a result of the acquisition of HWC we have experienced a change of control pursuant to
limitations set forth in Section 382 of the IRS rules and regulations. As a result, we will be limited to utilizing approximately $2.1
millien of U.S. net operating losses (“NOL’s”) to offset taxable income generated by us during the tax year ended December 31, 2007
and expect similar dollar limits in future years until our U.S. NOL’s are either completely used or expire.

In each period, the Company assesses the likelihood that its deferred taxes will be recovered from the existing deferred tax
liabilities or future taxable income in each jurisdiction. To the extent that the Company believes that it does not meet the test that
recovery is “more likely than not,” it established a valuation allowance. We have recorded valuation allowances for certain net
deferred tax assets since management believes it is more likely than not that these particular assets will not be realized. The Company
has determined that a portion of its deferred tax asset related to the U.8. NOL’s will be realized. Accordingly in 2007, $0.7 million of
valuation allowance was released, which represents one year of the company’s NOL limitation ($2.1 million). As of December 31,
2007, we had net domestic operating loss carry forwards of approximately $28,827,000 expiring in various amounts beginning in 2019
and ending in 2027. The net operating loss carry forwards, along with the other timing differences, generate a net deferred tax asset in
each year. The foreign tax credits will expire in varying amounts during the years 2009 through 2017.

The temporary differences representing deferred tax assets and liabilities are as follows:

December 31,
2007 2006

(in thousands)

Deferred tax assets
Net operating loss carry forward ......... e § 9,757 $ 12,878

Allowance for doubtful accounts.......... 87 124
Share based compensation .........cccceenee 80 461
Accruals.....oociin 40 40
Foreign tax credit.........ocoreeeeeeene e 3,613 2,176
Alternative minimum tax credit........oocmecrirrccnrnnen 141 98
Intercompany transfers 170 —
Total gross deferred tax assets ] 13,888 % 15777
Deferred tax liabilities
Depreciation 85 59
Merger and acquisition costs 98 98
Repatriation of foreign earnings 20 —
Propenty and equipment, purchase accounting 6,548 4,520
Total gross deferred tax liabilities 6,821 4,677
Net deferred tax assets 7,067 11,100
Valuation allowance .......c..eeeerivremceeeeseneesiesenenins $ {12,725y % (15,620)
Net deferred income tax liability .............coccoeeneee. $ (5,658) % (4,520)

The Company has not provided deferred taxes on the unremitted earnings of its foreign subsidiaries, other than $1.8 million
of earnings from its Venezuela subsidiary, as it considers all other amounts to be permanently reinvested.
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Accounting for Uncertainty in Income Taxes

On January 1, 2007, the Company adopted the provisions of Financial Accounting Standards Interpretation FIN No. 48,
“Accounting for Uncertainty in Income Taxes — an interpretation of FASB Statement No. 109 (FIN No. 48)”. Fin No. 48 requires
application of a more likely than not threshold to the recognition and derecognition of uncertain tax positions. FIN No. 48 requires the
recognition of the amount of unrecognized tax benefit that has a greater than 50 percent likelihood of being ultimately realized upon
settlement. It further requires that a change in judgment related to the expected ultimate resolution of uncertain tax positions be
recognized in earnings in the quarter of such changes. As a result of adoption, the Company recognized no charge in the liability for
unrecognized tax benefits related to tax positions taken in accumulated deficit.

The following is a rollforward of total unrecognized tax benefit liabilities for 2007 (in thousands):

2007
Balance as of January 1, 2007 $ —
Tax positions related to prior year:
Additions 616
Reductions —
Balance as of December 31, 2007 $ 616

All additions or reductions to the above liability affects the Company’s effective tax rate in the respective period of change. The
Company accounts for any applicable interest and penaities on uncertain tax positions as a component of income tax expense which
were $111,000 and $74,000 respectively for the vear ended December 31, 2007,

The following table summarizes the tax years that remain subject to examination by major tax jurisdiction:

Country of Operation Open Tax Years
Algeria 2005 - 2007
Venezuela 1997 — 2007
Congo 2000 - 2007
United States 2006— 2007

J Stockholders’ Equity

Common and Preferred Stock

Under our Amended and Restated Certificate of Incorporation, the board of directors has the power, without further action by
the holders of common stock, to designate the relative rights and preferences of our preferred stock, when and if issued. Such rights
and preferences could include preferences as to liquidation, redemption and conversion rights, voting rights, dividends or other
preferences, over shares of common stock. The board of directors may, without further action by our stockholders, issue shares of
preferred stock which it has designated. The rights of holders of commeon stock will be subject to, and may be adversely affected by or
diluted by, the rights of holders of preferred stock.

On April 15, 1999, we completed the sale of 50,000 shares of $.00001 par value per share with a face value of $100 of Series
A Cumulative Senior Preferred Stock ("Series A Stock"} to Halliburton Energy Services, Inc. ("Halliburton"}, a wholly-owned
subsidiary of Halliburton Company. The Series A Stock had a dividend requirement of 6.25% per annum payable quarterly until
the fifth anniversary at the date of issuance, whereupon the dividend requirement increased to the greater of prime plus 6.25% or 14%
per annum, which was subject to adjustment for stock splits, stock dividends and certain other events. At December 31, 2005 there
were 50,000 shares of our Series A preferred stock issued and outstanding. This preferred stock was paid in full in connection with
closing the HWC acquisition.

On April 28, 2000, we adopted the Certificate of Designation of Rights and Preferences of the Series B Preferred Stock,
which designates this issue to consist of 100,000 shares of $.00001 par value per share with a face value of $100 per share; have a
dividend requirement of 10% per annum, payable semi-annually at the election of us in additional shares of our Series B Preferred
Stock in liev of cash; have voting rights equivalent to 100 votes per share; and, may be converted at the election of us into shares of
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our common stock on the basis of a $3.00 per share conversion rate. Since December 31, 2005, there have been no shares of series B
preferred stock issued and outstanding.

On May 30, 2000 we adopted the Certificate of Designation of Rights and Preferences of the Series C Cumulative
Convertible Preferred Stock (“Series C Preferred Stock™) that designates this issue to consist of 50,000 shares of $.00001 par value per
share with a face value of $100 per share; have a dividend requirement of 10% per annum, payable quarterly at the election of us in
additional shares of our Series C Preferred Stock in lieu of cash; have voting rights excluding the election of directors equivalent to
one vote per share of common stock into which preferred shares are convertible, and may be converted at the election of us into
shares of our common stock on the basis of a $3.00 per share conversion rate. After eighteen months from the issuance date a holder
of Series C Preferred Stock may elect to have future dividends paid in cash. At DPecember 31, 2005 there were 2,943 shares of series
C preferred stock issued and outstanding, This preferred stock was paid in full in connection with ¢losing the HWC acquisition,

On December 29, 2000, we adopted the Certificate of Designation of Rights and Preferences of Series H Cumulative
Convertible Preferred Stock (“Series H Preferred Stock™) that designates this issue to consist of 89,117 shares of $.00001 par value per
share with a face value of $100 per share; have a dividend requirement of 10% per annum compounded, payable semi-annually at the
election of the company in additional shares of cur Series H Preferred Stock in lieu of cash; have voting rights excluding the election
of directors equivalent to one vote per share of common stock into which preferred shares are convertible, and may be converted at
the electiont of us into shares of our common stock on the basis of a $3.00 per share conversion rate, Since December 31, 2005, there
have been no shares of series H preferred stock outstanding.

For the years ended December 31, 2007, 2006 and 2005, we accrued $0, $(616,000) and $874,000, respectively, for
dividends relating to all series of preferred stock. All 5,000,000 shares of the authorized Preferred stock are available for any future
issue in any class of preferred stock.

In April 2007, we increased our common stock by 14.95 million shares as a result of an underwritten public offering, netting
cash proceeds totaling approximately $28,847,000, net of underwriting discounts and offering expenses.

Stockholder Rights Plan:

On November 29, 2001 we adopted a stockholder rights plan in order to provide protection for the stockholders in the event
of an attempted potential acquisition of us. Under the plan, we have declared a dividend of one right on each share of our common
stock. Each right will entitle the holder to purchase one one-hundredth of a share of a new Series I Junior Participating Preferred
Stock of us at an exercise price of $20.00. The rights are not currently exercisable and will become exercisable only after a person or
group acquires 15% or more of the outstanding common stock of us or announces a tender offer or exchange offer which would result
in ownership of 15% or more of the outstanding common stock. The rights are subject to redemption by us for $0.001 per right at any
time, subject to certain limitations, In addition, the Board of Directors is authorized to amend the Rights plan at any time prior to the
time the rights become exercisable. The rights will expire on December 17, 2011.

If the rights become exercisable, each right will entitle its holder (other than such person or members of such group) to
purchase, at the right’s then current exercise price, a number of our shares of common stock having a market value of twice such price
or, if we are acquired in a merger or other business combination, each right will entitle its holder to purchase, at the right’s then
current exercise price, a number of the acquiring Company’s shares of common stock having a market value of twice such price. Prior
to an acquisition of ownership of 50% or more of the common stock by a person or group, the Board of Directors may exchange the
rights (other than rights owned by such person or group, which will have become null and void and nontransferable) at an exchange
ratio of one share of common stock (or one one-hundredth of a share of Series I Preferred Stock) per right. The Board of Directors
waived this requirement for the HWC acquisition,

A summary of warrants outstanding as of December 31, 2007 is as follows:

Exercise
Expiration Date Price Number
Per Share of Shares
07/18/2008 $ 1.40 37,500
10/03/2008 0.88 600,000
637,500




Stock Options:
A summary of stock option plans under which stock options remain outstanding as of December 31, 2007 follows:

1997 Incentive Stock Plan authorizing the Board of Directors to provide key employees with incentive compensation
commensurate with their positions and responsibilities. The 1997 Incentive Stock Plan permits the grant of incentive equity awards
covering up to 368,750 shares of commen stock. Grants may be in the form of gualified or non qualified stock options, restricted
stock, phantom stock, stock bonuses and cash bonuses. As of December 31, 2007, stock options covering an aggregate of 368,750
shares of common stock have been granted under the 1997 Incentive Stock Plan. Such options vest ratably over a five-year period
from the date of grant. These incentive stock options are exercisable for a period of 10 years from the original date of grant at an
exercise price of ranging from $1.72 to $3.00 per share. As of December 31, 2007, there were 5,000 stock options outstanding under
the plan.

1997 Outside Directors’ Option Plan authorizing the issuance each year of an option to purchase 3,750 shares of common
stock to each member of the Board of Directors who is not an employee. The purpose of the Directors’ Plan is to encourage the
continued service of outside directors and to provide them with additional incentive to assist us in achieving our growth objectives.
Options may be exercised over a five-year period with the initial right to exercise starting one year from the date of the grant, provided
the director has not resigned or been removed for cause by the Board of Directors prior to such date. After one year from the date of
the grant, options outstanding under the Directors’ Plan may be exercised regardless of whether the individual continues to serve as a
director. Options granted under the Directors® Plan are not transferable except by will or by operation of law. Through December 31,
2007, grants of stock options covering an aggregate of 454,750 shares of common stock have been granted under the 1997 Outside
Directors’ Option Plan. At December 31, 2007, there were 311,250 stock options outstanding under the plan.

2000 Long-Term Incentive Plan authorizes the Board of Directors to provide full time employees and consultants (whether
full or part time) with incentive compensation in connection with their services to us. The plan permits the grant of incentive equity
awards covering up to 1,500,000 shares of common stock. Grants may be in the form of qualified or non qualified stock options,
restricted stock, phantom stock, stock bonuses and cash bonuses. As of the date hereof, stock option grants covering an aggregate of
783,125 shares of common stock have been granted under the 2000 Long-Term Incentive Plan. Such options vest ratably over a five-
year period from the date of grant. Options granted to consultants are valued using the Black Scholes pricing model and expensed
over the vesting period. At December 31, 2007, there were 655,850 stock options outstanding under the plan.

In April 2000, we voided stock options covering an aggregate of 752,000 shares of common stock by agreement with the
option holders with the understanding that the stock options would be repriced and reissued. During the third quarter of 2000, options
covering an aggregate of 710,250 shares of common stock were reissued at an exercise price of $3.00. No compensation expense was
required to be recorded at the date of issue. However, the reissuance of these options was accounted for as a variable plan, and we
were subject to recording compensation expense if our stock price rose above $3.00. In April 2001, Messrs. Ramming, Winchester
and Edwards agreed to voluntarily surrender 522,000 of these options at the request of the Compensation Committee of the Board,
because of the potential variable plan accounting associated with these options. In October 2001 these individuals received fully
vested options to purchase 522,000 shares at an exercise price of $2.20 per share.

On October 1, 2003 we granted 500,000 options at market price on that day, vesting immediately, as a result of the new
employment agreement with our Chief Executive Officer. We also granted 300,000 shares of restricted stock at no cost, vested over a
four year period with 20% vesting immediately. This resulted in a compensation expense of $54,000 in 2007 and $72,000 in 2006 and
2005,

On July 15, 2004 we granted 400,000 options at market price on that day, of which 250,000 vested immediately and the
remaining 150,000 vested over a two year period, as a result of the new contract agreement with our Chairman of the Board. We also
granted 300,000 shares of restricted stock at no cost with 150,000 shares vesting on August 13, 2004, 37,500 shares vesting on in 2005
pursuant to the vesting schedule and the remaining balance vesting upon the acquisition of HWC in March of 2006. This resulted in a
compensation expense of $0, $102,000 and $58,000 in 2007, 2006 and 2005, respectively.

2004 Long-Term Incentive Plan authorizes the Board of Directors to provide full time employees and consultants (whether
full or part time) with incentive compensation in connection with their services to us. The plan permits the grant of incentive equity
awards covering up to 6,000,000 shares of common stock. Grants may be in the form of qualified or non qualified stock options,
restricted stock, phantom stock, stock bonuses and cash bonuses. As of the date hereof, stock option grants covering an aggregate of
5,812,000 shares of common stock have been made under the 2004 Long-Term Incentive Plan. Such options vest ratably over a five-
year period from the date of grant. Options granted to consultants are valued using the Black Scholes pricing mode! and expensed
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over the vesting period. At December 31, 2007, there were 4,658,792 stock options outstanding under the plan. An additional

2,000,000 of our stock options were authorized by the Board of Directors and approved by a majority vote of the stockholders on
| March 1, 2006. In connection with the acquisition of HWC on March 3, 2006, an additional 895,000 of our stock options, priced at
$1.50 per option were approved to be issued to employees of HWC.

Stock option activity for the years ended December 31, 2007, 2006 and 2005 was as follows:

Weighted
Number Average
of Shares Exercise Price
(in thousands) Per Share
Outstandmg December 31, 2004 .. 5,202 £090
Granted.., 873 1.10
Exerc:lsed (3% 0.67
Cancelled......oovniincvieereenniscsiecsrereas {225) 1.34
Outstandmg December 31, 2005 $1.02
Granted ... . 1,630 1.57
Exerc:lscd (836) 0.77
Cancelled (174) 1.0t
Outstanding December 31, 2006 ............. 6,435 $1.09
Granted ........ocoverermnninsrresermsrnennresesssser s sssnas 386 1.92
EXECISEd 1roiiireenteeinisesnssssnsasaeesnnsassenans . 2n 0.86
(447) 1.51
Outstanding December 31 12007 . 5,647 $1.16

Summary information about our stock options outstanding at December 31, 2007 follows:

|
|
Cancelled...

Qutstanding Exercisable
Weighted Number
Number Average Exercisable
Qutstanding Remaining Weighted At Weighted
Range of at Contractual Average December 31, 2007 Average
Exercise Prices  December 31, 2007 Life in Years Exercise Price (in thousands) Exercise Price
{in thousands)
$0.25-0.69 2,390 2.81 $0.67 2,390 $0.67
$0.70-1.14 494 3.71 $1.10 349 3110
$1.15-1.59 1,753 4.26 $1.31 1,206 $1.26
51.60-2.04 560 4.78 $1.80 186 $1.80
$2.05-3.00 450 4.07 $2.43 177 $3.00
30,25 -$3.00 5,647 3.63 116 4308 $1L.02

Share-based compensation pre-tax expense recognized under SFAS 123R in the year ended December 31, 2007 totaled
$833,000, or $0.01 per basic and diluted share. Stock based compensation pre-tax expense recognized under SFAS 123R in the year
ended December 31, 2006 totaled $1,288,000, or $0.02 per basic and diluted share. For the year ended December 31, 2005, our stock
compensation expense related primarily to restricted stock awards and totaled $173,000. At December 31, 2007, $1,999.000 of
compensation cost related to unvested stock options and restricted stock awards attributable to future performance had not yet been
recognized.
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The pro forma effect on net earnings (loss) and net earnings (loss) per share as if we had applied the fair value recognition
provision of SFAS No. 123R, to stock-based employee compensation for the year ended December 31, 2005 is illustrated below(in
thousands, except per share data):

Year ended
December 31, 2005

Net income (loss) attributable to common stockholders as reported........... 5 1,905
Less total stock based employee compensation expense determined under

fair value based method for all awards, net of tax related effects............. (929}
Pro forma net (loss) attributable to common stockholders...........cccorvevinenneen $ 976
Basic net income (loss) per share:

As reported 3 0.06

Pro forma.... 5 0.03
Diluted net incormne (loss) per share:

ASTEPOTTEA ... et et sases et s sase e r et snanns 5 0.06

PIO FOTINE c.oovverritiereerceiss e ssss e e sma bbb s enn 3 0.03

K. Employee Benefit Plans

401(k) Plan:

The Company sponsors a 401(k} Plan adopted in 2007 for eligible employees being at least eighteen years of age.
Employees can make elective contributions of 1% to 50% of compensation up to 15,500 for the year ending December 31, 2007,
Employees over fifty years old may contribute an additional $5,000, $4,000 and $5,000 in 2007, 2006, and 2005 respectively. During
the years ended December 31, 2007, 2006 and 2005, we contributed approximately $632,000, $401,600 and $38,000, respectively,
under the Plan.

L. Commitments and Contingencies

Leases

We lease vehicles, equipment, office and storage facilities under operating leases with terms in excess of one year.

At December 31, 2007, future minimum lease payments, under these non-cancelable operating leases are as follows:

Year Ending December 31, Amount
{in thousands)
2008 s 5 718
2000, e 428
2000 623
2011 591
2002t 450
Thereafter......ooiieeeeeeeeeene 2,379
£__5,189

Rent expense for the years ended December 31, 2007, 2006 and 2005 was approximately $904,000, $418,000 and $32,000,
respectively.

Litigation

We are involved in or threatened with various legal proceedings from time to time arising in the ordinary course of business.
We do not believe that any liabilities resulting from any such proceedings will have a material adverse effect on its operations or
financial position.
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Employment Contracts

We have employment contracts with executives and other key employees with contract terms that include lump sum
payments up to two years of compensation including salary, benefits and incentive pay upon termination of employment or following
a change in control.

M. Business Segment Information, Revenues from Major Customers and Concentration of Credit Risk
Segments:

We operate in two business segments: well intervention and respense. Intercompany transfers between segments were not
material. The accounting policies of the operating segments are the same as those described in the summary of significant accounting
policies. While cost of sales expenses are variable based upon the type of revenue generated, most of our operating expenscs
represent fixed cost for base labor charges, rent and utilities. For purposes of this presentation, operating expenses and depreciation
and amortization have been charged to each segment based upon specific identification of expenses and a pro-rata allocation of
remaining non segment specific expenses are assigned to segments based upon relative revenues. Selling, general and corporate
expenses have been allocated between segments pro rata based on relative revenues. Business segment operating data from continuing
operations is presented for purposes of management discussion and analysis of operating results.

Qur well intervention segment consists of services that are designed to enhance production for oil and gas operators and
reduce the number and severity of critical well events such as oil and gas well fires, blowouts, or other incidents due to loss of control
at the well. Our services include hydraulic workover and snubbing, prevention and risk management, and pressure control equipment
rental and services. Our hydraulic workover and snubbing units that are used to enhance production of oil and gas wells. These units
are used for underbalanced drilling, workover, well completions and plugging and abandonment services. This segment also includes
services that are designed to reduce the number and severity of critical well events offered through our prevention and risk
management programs, including training, contingency planning, well plan reviews, audits, inspection services and engineering
services. Additionally, this segment includes our pressure control and flowback rental and service business, which was an expansion
of the Company’s well intervention segment in 2007.

The response segment consists of personnel, equipment and services provided during an emergency response such as a
critical well event or a hazardous material response. These services also include snubbing and pressure control services provided
during a response which are designed to minimize response time and mitigate damage while maximizing safety. In the past, during
periods of few critical events, resources dedicated to emergency response were underutilized or, at times, idle, while the fixed costs of
operations continued to be incurred, contributing to significant operating losses. To mitigate these consequences, we have
concentrated in growing our well intervention business to provide more predictable revenues. The response business segment
represented 12.6% of total revenues 2007 compared to 21% in 2006. We expect our response business segment to continue to benefit
as a result of cross selling our pressure control services driven by our well intervention business development team as well as our
expanded geographic presence.
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Information concerning operations in our two different business segments for the years ended December 31, 2007, 2006 and
2005 is presented below. Certain reclassifications have been made to the prior periods to conform to the current presentation. General
and corporate are included in the calculation of identifiable assets and are included in the well intervention and response segments.

Well Intervention Response Consolidated
(In thousands)
As of and for the year Ended December 31, 2007
Net operating revenues....................... $91,985 $13,311 $ 105,296
Operating income..........occveverinennen. 7.927 4,765 12,692
Identifiable operating assets............... 113,416 22,999 136,415
Capital expendifures.......coccoceevveinnnn, 18,713 2,596 21,309
Depreciation and amortization ........... 5,750 301 6,051
As of and for the year Ended December 31, 2006
Net operating revenues..............ooeu..n. $76,653 $20,377 £ 97,030
Operating INCOME ........ccooeeveerrecrvnrennns 11,835 8,057 19,892
Identifiable operating assets................ 89,334 11,683 101,017
Capital expenditures......................... 6,279 603 6,882
Depreciation and amortization .........., : 4,637 246 4,883
As of and for the year Ended December 31, 2005
Net operating revenues........c...ce....e. . $13,860 $15,677 $29,537
Operating Income .........ccccoeecevvrinruser s 2,538 2,025 4,563
Identifiable operating assets ............... 6,929 7.838 14,767
Capital expenditures..........c..cecoveeneen. — 306 306
Depreciation and amortization ........... 310 404 714

Revenue from major customers and concentration of credit risk:

During the years presented below, the following customers represented significant concentrations of consolidated revenues:

Year Ended December 31,

2007 2006 2005
Customer A......... _ — 45%
Customer B.......... 18% 18% 18%
Customer C......... 19% 19% 11%

Our revenues are generated geographically as follows:

Year Ended December 31,
2007 2006 2005
United States............... 24% 26% 19%
Foreign ....cccocvevennee. 76% 74% 81%

We attribute revenue to various countries based on the location services are performed or destination of the sale of
equipment. Of the 2007 foreign revenues presented above, 20% and 19% were generated from Algeria and Venezuela, respectively.
Of the 2006 foreign revenues presented above, 24% and 21% were generated from Algeria and Venezuela, respectively. Of the 2005
foreign revenues presented above, 41% and 12% were generated from Iraq and Venezuela, respectively.

Accounts Receivable:

Three of our customers at December 31, 2007 accounted for 51% of cutstanding accounts receivable. Three of our customers
at December 31, 2006 accounted for 71% of outstanding accounts receivable.
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Cash:

We maintain deposits in banks which may exceed the amount of federal deposit insurance available. Management believes
that any possible deposit loss is minimal.

N. Quarterly Financial Data (Unaudited)

The table below summarizes the unaudited quarterly results of operations for 2007 and 2006(in thousands, except for per
share data):

Quarter Ended

2007 March 31, 2007 June 30, 2007 September 30, 2007 December 31, 2007
Revenues $22.257 $ 21955 § 24,973 $ 36,111
Gross margin 8,262 8,117 10,197 16,139
Net income 464 274 1,331 5,822
Net income attributable to
common stockholders 464 274 1,331 5,822
Net income per common share:
Basic $ 0.01 0.00 0.02 0.08
Diluted 8 0.01 0.00 0.02 0.08
Quarter Ended
2006 March 31, 2006 June 30, 2006 September 30, 2006 December 31, 2006
Revenues $11,520 § 23472 § 28,293 $ 33,745
Gross margin 6,220 10,664 12,964 14,901
Net income 678 2,632 3,369 4,486
Net income attributable to
common stockholders 1,294 2,032 3,369 4,486
Net income per common share:
Basic $ 0.03 0.05 0.06 0.08
Diluted 3 0.03 0.04 0.05 0.07

Gross margin does not include operating expenses. Basic and diluted earnings per common share for each of the quarters
presented above is based on the respective weighted average number of common and dilutive potential common shares outstanding for
each period and the sum of the quarters may not necessarily be equal to the full year basic and diluted eanings per common share
amounts.
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